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The subject of this study developed from a personal interest in the financial crisis of 
developing countries. The study develops, extends and contributes to the existing 
knowledge about microfinance in general and Bangladesh in particular, and raises 
ethical considerations for the industry. The objective of this thesis is to critically 
investigate and evaluate the realities of micro lending in Bangladesh. In particular it 
appraises the costs and benefits from the perspective of a) the user b) the lender and c) 
the government. The thesis also sheds some light on UK based Bangladeshi small-scale 
entrepreneurs and their microfinance-based ventures. This investigation utilises 
quantitative and qualitative data collection methods, including focus groups, semi-
structured interviews and questionnaires.  
 
Since the 1970s microfinance has developed into a mainstream approach to poverty 
alleviation in the developing world. It has developed its credentials in the academic 
field, has been utilised as strategy by banks and has been given the backing of world 
institutions like the IMF and the World Bank. The approach has become widespread as 
an acceptable approach and set of tools to address the issue of poverty amongst the 
poor. However, this thesis argues that despite the rhetoric and hype surrounding 
microfinance as a novel system of lending to alleviate poverty and enhance opportunity 
for the poor, it fails to meet its objectives. The research finds that the reality of micro 
credit, contrary to its stated purposes, was to lock small-scale entrepreneurs into greater 
debt. Furthermore, the field research found that women were the primary recipients and 
users of microfinance.  The thesis does not take issue with the theoretical models and 
normative objectives of micro finance which are, arguably, necessary, desirable and 
possible. This research concludes, however, that the reality and practice is not only at 
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odds with theory but is contrary to the normative objectives of the rhetoric of 
microfinance. For instance, while people in extreme poverty in Bangladesh can gain 
access to microfinance to deal with emergency situations, it does not necessarily 
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Appendix 1 shows microfinance-related terminology and Appendix 2 provides 
information about big microfinance institutions in Bangladesh. Details of top MFIs 
operations in Bangladesh are  based in Appendix 3. The Figure showing the interest 
rate cap in some Asian countries is in Appendix 4.The research questionnaires are 
found in Appendix 5. More information on ethics and CSR conducted by the 
microfinance industry is in Appendix 6. More information on types of business 
operations by microfinance-based entrepreneurs is provided in Appendix 7. Details of 
SPSS generated outputs of this research are given in Appendix 8. Appendix 8 also 
shows how the researcher had generated outputs by pooling and merging different 
cross-sectional data to attain statistical significance. 
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The thesis is concerned with the area of microfinance with a particular focus on critical 
evaluation of its impact on  the end user (the extreme and ultra-poor in developing 
countries). The thesis argues that, despite rhetoric and hype surrounding microfinance 
as a novel system of lending to alleviate poverty and enhance opportunity for the poor, 
it fails to meet its objectives. The research finds that contrary to its stated purposes the 
reality of micro credit amongst some of the respondents was to lock them into a cycle 
of increasing debt. The thesis does not take issue with the models and objectives of 
micro finance, which are necessary, desirable and possible. However, the research 
indicates there are antecedents for the successful operation of microfinance, which tend 
to be ignored in the wider literature and Bangladeshi operational practice. 
 
Microfinance-based and microfinance-related businesses are faced with many 
challenges, unique to their type and size, operation and finance, especially London- 
based Bangladeshi entrepreneurs. Some of these challenges include source and 
business support, and more importantly access to capital, distribution systems and 





The conventional view of such a microfinance-related operation is that it provides a 
means for the organisation, or its representatives, to communicate the past actions of 
the company, such as the  Grameen bank one of the main microfinance institutions, the 
results of those past actions, and the intended future actions of the company. 
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Without micro credit the borrower would find life harder. However, with insufficient 
returns and possible high interest rates the borrower may survive for short-term but the 
long-term could be precarious. This thesis will argue that the current approach to debt 
financing may not be an effective tool for helping most poor people to enhance their 
economic security and ensure the sustainability of their enterprise. This thesis provides 
some pointers to where new micro finance research could address the potential 
shortcomings of this approach to poverty alleviation, including the social issues it 
creates. The application of different methods can lead to different, but more efficacious 
and practically salient outcomes (Dewald et al.,1986; McCullough et al., 2006; 
McCullough et al., 2008). 
 
Contemporary profitable participants in Bangladesh, such as consumer moneylenders 
and commercial banks are changing the microfinance industry. The service providers 
are competing with each other as customer numbers are  increasing on a regular basis. 
In response to commercial entry and increased rivalry, microfinance programmes are 
seeking to improve facilities, develop different products, introduce cost-saving 
equipment, and lower prices. While the theory of competitive markets would argue that 
the customer benefits, such changes in the competitive landscape also bring risks, not 
only for institutions but also their clients. For instance, in the case of the micro finance 
borrower with little experience of money management and multiple pressing needs with 
limited availability of finance, there is greater risk of over-indebtedness by customers. 
On the other hand, supplier competitiveness could lead to a reduced level of risk 
assessment in the pursuit of maintaining or increasing market share. Further, the 
likelihood of provider failure has the potential to disrupt sources of finance for the 
customer, reduce geographical spread and ultimately reduce micro finance availability 
on aggregate.  
 
 This thesis will explore the following questions and, using the inductive method, try 
to shed light on the reality of micro finance in the Bangladeshi community. 
 
1.3 Research questions: 
• Has micro finance had a significant effect on women entrepreneurs in 
Bangladesh? 
• What factors influence the source of finance sought by micro businesses? 
22 of 290 
 
• What motivates micro business applicants to approach microfinance 
institutions? 
• Is there any difference between sources of finance sought by micro 
entrepreneurs in Bangladesh and Bangladeshi micro entrepreneurs based in the UK? 
 
1.4 Research objectives: 
• Make recommendations for the development of the business strategy adopted 
by the microfinance organisations in order to further benefit the MFI's various 
stakeholders. 
• Contribute towards the development and extension of knowledge related to the 
alleviation of poverty, entrepreneurial skills, training and development, interest rates 
and sustainable business within the microfinance industry in Bangladesh. 
• Lastly, this thesis will address the strategic issues and considerations of other 
factors and the difference between sources of finance sought by micro entrepreneurs in 
Bangladesh and Bangladeshi micro entrepreneurs in the UK.  
 
Given the exploratory, inductive type of the study and the diversity of microfinance-
related trade, it is expected the research will identify problematic issues `from the 
ground up’ that are usually neglected by the normative microfinance literature, and 
thereby open up areas for further research and investigation.  
 
The microfinance community started to become recognised  as an  expanding field in 
the early 1980s, with its revolutionary institutions such as the famous Grameen Bank 
in Bangladesh, and later ASA and BRAC (Bangladesh Rural Advancement Committee) 
a non-profit organisation primarily aimed at building a financially inclusive world with 
economic opportunity for all, by giving people the financial tools they need to improve 
their lives. These institutions delivered products and services through delivery methods 
that reached the poor, managed to recover high repayments in some cases, and therefore 
arguably managed to cover costs. No attention was paid to the development of the 
ideology itself, although it was recognised that the orientation of the ideology had 
changed from its beginnings, and that increasing attention was being paid to the 
repayment of loans. Little attention was given to the negative impact of high interest 
rates and the social context and consequences of this essentially Universalist approach. 
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Motivation is the “will to perform” an individual’s effort, persistence (in the face of  
barriers) and the direction of that effort (Brooks, 2006: p.48). Motivation towards 
creativity should be money oriented or towards a better work - life balance. Humans 
are good creators of innovative goods and services; humanity is self-centric: 
moneymaking has become both an obsession and a purpose in itself. Yet microcredit 
alone cannot overcome all the issues relating to the alleviation of poverty. Microfinance 
approaches in the light of the quickly shifting market will need to be reviewed (Rhyne 
and Christen, 1999).  
 
An entrepreneur needs to adopt new technologies, new forms of business organisations, 
and a new enterprise producing goods not previously available to a location, rather than 
involving anything new from a global or even national level (Petrin, 1991). The 
microfinance-based entrepreneurs can be found in the rural areas; the microfinancier 
needs to focus on their strengths and give them proper guidance for successful projects. 
Perhaps most microcredit clients are not micro entrepreneurs by choice. However, an 
entrepreneur must have a supportive culture if creativity is to flourish. Microfinance 
lenders must observe that supervisors/ field representatives are supportive and that the 
reward systems are consistent, with a commitment to creativity. China, Vietnam, and 
South Korea have significantly reduced poverty in recent years with diminutive 
microfinance activity. On the other hand, Bangladesh, Bolivia, and Indonesia have not 
been as successful at reducing poverty, despite the inflow of microcredit. This indicates 
that the role of micro finance as a new intervention strategy in poverty alleviation has 
been elevated far above its comparatively uneven success on the ground. 
 
Chapter Two reviews existing literature on the development and practicality of 
microfinance-related business and highlights the gaps and silences in the field. The first 
part of the literature review will explore the historical beginnings of the microfinance 
industry in the developing world and particularly in Bangladesh, then this paper will 
discuss the factors, which contributed to the growth and development of the 
microfinance industry (MFI), giving it its present character.  
 
In Chapter Two the role of microfinance within Bangladesh is therefore considered in 
the context of facilitating the control of microfinance organisational activities by the 
field workers of those microfinance institutions i.e. Grameen Bank and a few others. 
24 of 290 
 
One focus of this chapter therefore is upon  money lending techniques by the field 
workers of the MFI and therefore concentrates upon performance evaluation activities 
upon the internal perspective of microfinance institution i.e. supply-side factors. This 
chapter also explores the role of microfinance in Bangladesh and other countries, along 
with women entrepreneurs microfinance and food consumption; the positive effect of 
the microfinance industry; profit orientation of microfinance institutions;  provision of 
financial capital to business start-ups; and the impact of microfinance on economic 
empowerment and also on family, social & rural empowerment. This chapter will also  
discuss the impact of the microfinance institute of India on efficiency ; the effect of 
microfinance on domestic violence; aggressive microfinance institutions in 
Bangladesh; the dark side of microfinance and finally ethics, CSR and the size of the 
microfinance institutions.  
 
The conventional use of microfinance techniques and information by organisations is 
founded in the classical generous example in that it is only the effects of actions taken 
in so far as they affect the organisation itself, which need to be taken into consideration.  
 
Chapter Three will discuss contextual factors of the microfinance industry in 
Bangladesh and a detailed history of the evaluation of the microfinance industry in 
Bangladesh. The chapter will explore women entrepreneurs in various sectors in 
Bangladesh and define  different poverty groups e.g. extreme poor, moderately poor 
and vulnerable non-poor.  It also reports on how Bangladeshis emigrated to the East 
London area and started their micro businesses.  
 
In Chapter Four the methodology to be used in the investigation is explained and 
justified. This investigation utilises quantitative analysis in evaluating the performance 
of the microfinance users and organisations in Bangladesh, and also qualitative 
analysis, using a focus group method in order to get rich data. Both methods, and the 
rationale for using them, are explained and the selection of entrepreneurs for 
investigation is explained and justified. 
 
Chapter Five reports and comments on the quantitative and qualitative data gathered 
for this project. Success and failure rates  are considered along with the role of 
microfinance in measuring the success of entrepreneurs’ performance.  
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Chapter Six explores and analyses the data of UK-based Bangladeshi small-scale 
entrepreneurs. Implications and critical analysis are considered in Chapter Seven, with  
an overview of previous research findings developed in the  literature with relevance 
to microfinance, mainly in Bangladesh, along with critical analysis of these  findings, 
linked in part to ethics and CSR. In this section, the overall discussion addresses the 
MFI and its effect on poor people, including  its effect on entrepreneurs in London. 
Chapter Seven also considers the rationale for loan taking by the poor entrepreneur, 
and the future of microfinance and female entrepreneurship.  
 
In conclusion, Chapter Eight of the thesis sets the analysis into context and considers 
the generalisability of the arguments which have been developed. This consideration is 
set in the context of the regulatory, cultural, education and linguistic variations between 
different countries and the way in which this may affect  the analysis. In doing so, this 
chapter considers the contribution of this thesis to theory, and where further work 
would be useful in developing the analysis in an international context. It concludes, 
however, that the argument, analysis, and models developed there from Bangladesh 














This chapter reviews current literature examining the expansion and realism of 
microfinance related trade and focuses on the gap in the literature specific to this area. 
The first part of the literature review will explore evaluations of the microfinance 
industry in the developing world and particularly in Bangladesh, then the paper will 
discuss influential factors which contributed to the growth of the microfinance industry 
(MFI). Subsequently it will explore the microfinance industry and its development 
needs. The latter part will explore modern Bangladesh, women and rural 




This chapter will make an evaluation of the microfinance industry in Bangladesh, near 
Bangladesh, in Europe and in the developing world and will explore the moral and 
immoral attitudes and practices of mainstream finance in its global centres which have 
contaminated the activities and behaviours of microfinance institutions in developing 
countries.  
The rising cost of living in Bangladeshi households drives the need for additional 
sources of income. Traditionally, this responsibility in the Bangladeshi culture has 
fallen upon the male and husband although increasing pressures on household income 
have encouraged female economic participation.  In developing countries like 
Bangladesh where a significant proportion of the population is people on low-income 
who have problems  meeting the basic needs of life. The necessities of life include the 
need for food, shelter and clothing. The credit policy of financial institutions creates 
many real difficulties for the poor. This chapter will also explore how access to banks 
or financial institutions, in supporting the development of Bangladeshi women 
entrepreneurs has affected traditional gender roles and identities and contributed to 
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domestic violence.  
This chapter will consider how excessive lending into a saturated market could cause  
adversity that might cause great sector-wide damage and burden borrowers with debts 
they did not need. Consequently, the role of microfinance in developing entrepreneurial 
activities is considered in this chapter and the way in which it affects entrepreneurial 
performance is examined. The role of microfinance within Bangladesh is considered in 
the context of facilitating the control of microfinance organisational activities by the 
field worker of  microfinance institutions such as  the Grameen Bank and a few others. 
One focus of this chapter therefore is upon the use of microfinance by the field worker 
of the microfinance institution and  concentrates upon performance evaluation 
activities within  the internal perspective of microfinance institutions i.e. supply-side 
factors. The situation of microfinance near Bangladesh and other countries is 
considered, along with women entrepreneurships, domestic violence, multiple 
borrowing, microfinance and food consumption, positive and negative effects of the 
microfinance industry, profit orientation of microfinance institutions and provision of 
financial capital to business start-ups. The positive aspects of microfinance are argued 
further by Banerjee et al (2015) in six randomised evaluations of microcredit amongst 
the extreme poor, and are explored later. 
2.3 Evaluations of microfinance 
 
In most countries, financial systems are operated under a set of policies now referred 
to as financial control: barriers of entry into the financial sector; interest rate regulation; 
crowding out of private investment by government credit requirements; and directed 
credit. In the early 1980s, when microfinance stated to get popular, the mainstream 
commercial financial sector environment in most developing countries was such that 
big financial institutions had little interest in low-level loan seekers (Rhyne and 
Christen, 1999).  Consequently small loans, often not backed by collateral, gave rise to 
fresh lending techniques. One such technique is group lending, also called joint liability 
lending (pioneered by the Grameen Bank). In this technique borrowers are required to 
form groups, and to bear some liability for the loans of fellow group members. Several 
economists have shown joint liability lending can partially or completely overcome the 
informational and enforcement limitations that make uncollateralised lending hard – in 
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the context of moral hazard (see e.g., Stiglitz, 1990, Banerjee et al., 1994), adverse 
selection (see e.g., Ghatak, 1999, 2000), and strategic default (e.g., Besley and Coate, 
1995).  
 
It is argued that microfinance enables the poor to access credit, providing them with 
access to remunerative surplus activities which can relieve them of numerous debts, 
and it has especially beneficial effects when targeted on women in a country like 
Bangladesh (Khandker, 1998, 2000). These arguments were for much of the least 
decade and a half most confidently supported by Pitt and Khandker (1998 – henceforth 
Pitt and Khandker). However, despite the huge expansion and popularity of 
microfinance due to the high numbers of traditionally un-bankable poor, it has been 
argued that there is little convincing evidence that microfinance programmes have 
positive impacts (Armendáriz de Aghion and Morduch, 2005, 2010; Goldberg, 2005; 
Roy, 2010; Bateman, 2010; Stewart et al., 2010; Duvendack et al., 2011).  This was   
partly because the Pitt and Khandker study came under powerful scrutiny, mainly from 
Morduch (1998), and again criticised by Roodman and Morduch (2009). However, 
these criticisms have apparently been disproved (Pitt, 1999, 2011a, 2011b).  
 
2.4 Factors influencing microfinance activities 
 
Many of the initial microfinance assessments of the influencing factors were 
unsuccessful in addressing the problem of selection bias (Sebstad and Chen, 1996; 
Gaile and Foster, 1996). Underlying these selection processes are visible characteristics 
such as age, education, work experience and so on; also invisible attributes such as 
entrepreneurial skills, organisational abilities, willingness to take risks, and so forth.  
Armendáriz de Aghion and Morduch (2010) argue that there is a high correlation 
between entrepreneurial skills, age and microfinance participation. Coleman (1999) 
lists further unnoticeable invisible characteristics, such as access to social networks and 
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2.5 The evolution of the microfinance industry in Bangladesh  
 
According to Zaman (2004) the growth in the poor’s access to credit took place in 
several different stages over the last three decades. The origins of the microcredit model 
can be traced back to action research in the late 19th century. Friedrich Wilhelm 
Raiffeisen stated that there is a connection between poverty and dependency. He 
founded the first cooperative lending bank, in effect the first rural credit union, in 1864. 
In order to fight poverty, one should fight dependency first. He had flour bought with 
the help of private donations. Bread was baked in a self-built bakery and distributed on 
credit to the poorest amongst the population. The Bread Society, the Aid Society 
founded in 1849 in Flammersfeld and the Compassionate Society created in 1854 in 
Heddesdorf were pre-cooperative societies based on the principle of kind assistance. 
This kind assistance was later carried out by academics as well as practitioners in 
organisations that were created to deal with the relief and reintegration needs of 
Bangladesh just after independence in the year of 1971.  
 
The 1980s witnessed a growing number of non-governmental organisations (NGOs), 
which experimented with different modalities of delivering credit to the poor. The 
various models converged in the beginning of the 1990s towards a fairly uniform 
“Grameen model” of delivering microcredit. It sparked a sharp growth of access to 
microcredit during this decade.  
 
In recent years, the standard Grameen model has undergone more refinements in order 
to cater for different niche markets as well as to different life-cycle circumstances. 
Social Business Design Lab is a meeting place for the people of diverse backgrounds 
having only one goal – developing social business for the improvement of civilisation. 
The first Design Lab was held on 5th January 2013. Since then the Yunus Centre has 
been organising this programme once a month.  
 
Group lending, which Grameen introduced, was quite a useful technique for  acting as 
grantor for each other. In Bangladesh in the early 80s, banks with group lending in 
place were growing slowly and in the 90s growth rate was very fast. Also, funding—
supplied in the early years by the International Fund for Agriculture and Development, 
the Ford Foundation, and the governments of Bangladesh, Sweden, Norway, and the 
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Netherlands— permitted very rapid growth. As figure 2.1 shows, the Grameen bank 
grew by 40 percent per year at its peak.  
 
Figure 2.1: Growth in Grameen Bank membership, 1976–2001 
 
Source: Grameen Bank, Annual Reports (2002) 
 
Grameen’s group lending was favourable for  borrowers who  lacked a  security deposit. 
The group lending technique was quite different to standardised banking practice. 
Something is better than nothing for extremely poor people in Bangladesh. 
 
“The groups consist of five borrowers each; loans go first to two members, then to 
another two, and then to the fifth group member. As long as loans are being repaid, the 
cycle of lending continues. But, according to the rules, if one member defaults and 
fellow group members do not pay off the debt, all in the group are denied subsequent 
loans. This feature gives customers important incentives to repay promptly, to monitor 
their neighbours, and to select responsible partners when forming groups” (Fugelsang 
and Chandler, 1993, pp.13-14). Group lending tends to benefit from local information, 
peer support and, if needed, peer pressure. The instruments rely on informal 
relationships between neighbours that facilitates borrowing for households lacking 
security deposits (Besley and Coate 1995; Armendáriz de Aghion 1999a). As money 
plays such an important role in this capitalised world, such lending techniques will gain 
popularity, especially in developing nations and particularly targeting unbankable 
people. Consequently, figure 2.1 shows a true reflection of the popularity of 
microfinance. Nevertheless, the rapid growth of the microfinance industry in 
Bangladesh impacted upon group cohesiveness and co-operation. 
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2.6 Microfinance business and the development needs 
 
According to Jayawarna, Rouse and Kitching (2011) there are six different types of 
small business-related owners who rely on the driving forces behind the entrepreneurial 
decision for self-employment. These six  types of small business entrepreneurs are 
reluctant, convenience, economically driven, social entrepreneurs, learning & earning 
entrepreneurs, and prestige and control entrepreneurs. Different types of entrepreneurs 
are driven by different factors. Arguably, microfinance-based entrepreneurs are most 
likely to be  reluctant entrepreneurs, as significant portions of microfinance-based 
entrepreneurs opted for self-employment out of necessity, such as providing security 
for themselves and their families.  
 
As microfinance businesses and industry are growing fast, supply side and demand side 
stakeholders may need training and transferable skills , such as communication, 
leadership and motivation. Several research papers suggest that training and innovation 
play an important part in the success of the small business (Bryan, 2006; Kitching, 
2008; Matlay, 1999 & 2004; and Smith & Collins, 2007). The research papers  rarely  
discuss the issue of developing entrepreneurial competencies within these business 
types. It’s not easy to come up with a training manual for microfinance-related 
entrepreneurs as there is rather a lot of variation in terms of knowledge, type of business 
and skills. Because of the low literacy rate, unemployment and poor economic 
environment, they are not ‘usually’ profitable enough to the private sector, unless there 
is a paradigm shift in marketers’ understanding of the attractiveness of the bottom of 
the pyramid (BOP) consumers and the very low-income group market (Prahalad, 2005; 
Prahalad & Hammond, 2002). According to Rahman, Haque & Rashid (2012) the 
Bangladesh Rehabilitation Assistance Committee (branded as BRAC, the world’s 
largest non-government organisation, which has international operations) recruits its 
Community Health Volunteers from the female members of its micro-credit projects. 
In other words, women who borrowed money from BRAC on its micro-credit 
programmes are the only ones who are qualified to be recruited as Community Health 
Volunteers.  
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The reason why they are selected from its micro-credit members is that they are already 
familiar with BRAC and the way they operate in villages. Obtaining a loan and making 
regular repayments requires a degree of money management skill and self-control, and 
these female borrowers heave established that. To BRAC these are construed to be the 
leadership qualities that are required to operate as an effective Community Health 
Volunteer. None of these women who are part of the micro finance or micro-credit 
programme of Bangladesh Rehabilitation Assistance Committee (BRAC) are chosen 
from an ultra-poor background. Hailing from an ultra-poor background seriously 
undermines one’s abilities to be a proper care-giver, as they are generally illiterate, or 
are in distressed situations at home or work, rendering such deployment too difficult or 
impossible. Women are recruited who have demonstrated some leadership and 
organising skills, an acceptable level of literacy (for they need to read medicine labels, 
instructions and guidelines for treatments) and assets that establish them above 
subsistence level. It’s noticeable that semi successful entrepreneurial skills and abilities 
could be useful for other types of effective tasks. It should  be noted that unsuccessful 
micro-credit entrepreneurs from BRAC were ignored, and no training facilities have 
been provided for unsuccessful entrepreneurs. In addition, BRAC did not use 
unsuccessful entrepreneurs as community health volunteers (Rahman, Haque & 
Rashid, 2012). Arguably, unsuccessful entrepreneurs shouldn’t be ignored; instead they 
need special help to develop their entrepreneurial skills. This may represent another 
confirmation of real capitalism in practice. 
 
Figure 2.2: The vicious cycle of increasing debt 
  
Source: Armendáriz & Morduch (2010) 
 
This research finds that contrary to its stated purposes, the reality of microcredit 
amongst some of the respondents was to lock them into a cycle of increasing debt. 
Thus, Figure 2.2 indicates that low income is the root cause of problems and problems 
increase due to expenditures on physical needs. However, this has nothing to do with  
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aesthetic, rational or ethical fulfilment. It’s rather a difficult task for poor entrepreneurs 
to think or practice in an aesthetic, rational  or ethical way. 
 
The “diminishing returns principle” is derived from the assumed concavity 
(the state of being curved like the inner surface of a sphere) of production functions, 
as exemplified in Figure 2.3 which in terms of micro finance point to view more 
investment of capital should give better output but further investment may derive less 
additional marginal output compared to investment. The poorer entrepreneur has a 
greater return on his next unit of capital and is willing to pay higher interest rates than 
the richer entrepreneur. In other words, the poorer enterprises may be able to absorb 
higher cost of financing due to higher marginal returns. 
 
Figure 2.3: The comparison of return on investment between rich and 
poor entrepreneurs 
 
Source: Armendáriz & Morduch (2010) 
 
According to Armendáriz & Morduch (2010, p.6) “The size of the incremental gains 
matter since the marginal return to capital determines the borrowers’ ability to pay. 
As figure 2.3 shows, concavity implies that the poor entrepreneur has a higher 
marginal return to capital (and thus a higher ability to repay lenders) than a richer 
entrepreneur.” Arguably this indicates that the rich pay less compared to the poor upon 
use of capital.  
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Robert Lucas was awarded the 1995 Nobel Prize in economics “for having developed 
and applied the hypothesis of rational expectations, and thereby having transformed 
macroeconomic analysis and deepened our understanding of economic policy” (Nobel 
Prize, 1995). 
 
The Nobel prize-winning economist Robert Lucas (1990), also Prahalad (2004), finds 
that borrowers in India/or any developing country should be willing to pay 58 times as 
much for capital as borrowers in the United States. Money should thus flow from New 
York or London to developing countries like Bangladesh. According to Lucas’s logic, 
return on investment should be superior when investing in poor entrepreneurs like “fish 
seller” or “rickshaw puller” than any MNC.  
 
Lucas tried to highlight why there are greater obstacles for poor entrepreneurs, whereas 
it is relatively easy for big companies to get finance, even though return on investments 
may be higher from poor entrepreneurs.  
 
According to Armendáriz & Morduch (2005, p.10) “The starting point was that credit 
is not like fertilizer or seeds. Instead, the critics argued, credit should be thought of as 
a fungible tool of financial intermediation (with many uses) and not as a specific input 
into particular production processes. Thus, one problem, according to the critics, came 
from mistakenly believing that credit could be “directed” to particular ends preferred 
by policymakers (e.g. expanding the use of high-yielding crop varieties).” As a result 
bad credit policy increased, creating chaos in rural financial markets and eventually 
negative  attempts to reduce poverty (Adams, Graham, and Pischke 1984). Big banks 
were subsidised by government and such policies were implemented in the micro-credit 
industry in Bangladesh.  
 
2.7 The impact of microfinance on economic empowerment 
 
Microfinance tends to improve the income of many clients, but the intervention actually 
impacts on the poorest clients in a deteriorating way and can make them poorer (ADB, 
2007). According to Stewart et al. (2010) microfinance makes some people 
economically poorer, and it is therefore essential to be particularly thoughtful when 
targeting the poorest of the poor. Microfinance institutions also found it’s less risky to 
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lend money to entrepreneurs who have some collateral. When such entrepreneurs’ 
businesses are not in profit they are still able to pay back by selling business assets. 
 
“Financially insecure recipients, i.e. ultra-poor recipients, become defaulters if they 
receive large loans” (Benini et al. 2011, p.49). Other ingenuities, such as self-help 
groups (SHGs; Gurumoorthy, 2000), serve to encourage entrepreneurial and 
enterprising activities and empower women by their cumulative revenue. Bandiera et 
al. (2012) reported that the BRAC credit programme transformed the work-related 
choices of poor women, who spent more time in self-employment and less in waged 
labour and increased their labour market participation, leading to a 36 percent average 
increase in annual income. 
 
2.8 The impact of microfinance on family and social empowerment 
 
The Consultative Group to Assist the Poor (2004) found that microfinance empowers 
women by allowing them to take family and social decisions. Kim et al. (2007) reported 
that the risk of physical or sexual violence by an intimate partner was reduced by over 
a half after two years of receiving microfinance. But they were not clear on other 
determinant factors such as  the correlation between other variables rather than micro 
financing activities.  
 
2.9 Impact on rural empowerment 
 
Some qualitative data indicate a positive impact of microfinance on empowerment. 
According to Anjugam and Alagumani (2001), this includes decision-making skills 
among women, in particular in managing financial crises in the household, in domestic 
matters and in general confidence. Bali Swain and Wallentin (2007) indicated that 
microfinance members are socially empowered by participating in microfinance 
programmes. Results from the Freedom from Hunger studies in Bolivia and Ghana 
indicate that microfinance programme participation leads to increased self-confidence 
and improved status within the community (Littlefield et al., 2003), as these members 
didn’t get involved in any other important decision-making process, as decisions  
predominantly used to be made by men. Similarly, the data from the IMAGE trial in 
South Africa found a marked improvement in women’s ability to negotiate safe sexual 
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practices and avoid close partner violence (Pronyk et al., 2008). Gaiha and Nandhi 
(2005) reported that self-help groups contribute to women’s self-confidence, creating 
greater respect within the family, promoting a more confident role in family decision 
making and prosperous buying and selling skills. However, success is limited by 
enduring negative influences such as adultery, male control over resources and the 
social norms of reproductive responsibilities (Mazumder and Wencong, 2015). 
 
2.10 Repayment and food consumption 
 
One of the major confronts facing microfinance programmes is the failure of borrowers 
to use loans exclusively for businesses investments that will produce financial returns. 
Bateman and Chang (2012) claim that most microcredit loans are not used to invest in 
small businesses but instead are used for consumption spending. They acknowledge 
that this use of loans for consumption spending can have a beneficial impact for 
borrowers because it increases their ability to evade financial crisis and can act as a 
financial smoothing mechanism. However, they also insist on pointing out that such 
use of microcredit is very different from the original Grameen Bank improvement that 
Yunus implemented in the 1970s (Bateman & Chang, 2012). Other scholars like 
Dichter (2007) also claim that the majority of microfinance loans are in fact used for 
consumption spending instead of business investment. Dichter argues that most people, 
whether they are rich or poor, are not entrepreneurs and that simply loaning people 
money will not lead to a viable small business. He goes one step further and makes a 
distinction between what he calls “real businesspeople” (p.5) and the standard 
microfinance clients of today. Dichter claims that: The hands-on dividing line between 
standard microfinance clients of today (the vast majority of whom are not 
entrepreneurs) and real businesspeople is the line between consumption and investment 
of capital for business. Credit for real business is neither for nor about consumption, 
nor does it need to be accessible to everybody (2007, p.5). Clearly this statement 
doesn’t support promoters of the micro finance industry. It is still vague about the way 
microfinance borrowers are going to be able to pay back loans and bring themselves 
out of poverty if much of the loan principle is used on spending that does not produce 
a genuine financial return.  
 
A constant sequence of borrowing and expenditure is frequently a situation that 
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microfinance clients can find themselves in. Due to the fact that microloans provide 
minor amounts of money and must be repaid in a short period of time, these loans may 
be used as a consumption levelling instrument. Debtors may use these loans to reduce 
the undesirable effects of unforeseen financial disasters or periodic variabilities, instead 
of investing them in long-term business ventures. The net consequence of this may just 
be the redeployment of income over time instead of increasing the total income of the 
loan borrowers (Selinger, 2008).  
 
According to Shonchoy and Kurosaki (2014, p.2) “The mismatch between credit 
repayments and income seasonality poses a challenge for microfinance institutions 
(MFIs) working in developing countries.” There are income and consumption 
downfalls during the lean season, and poor landless agricultural wage labourers suffer 
the most owing to this seasonality as they face difficulties in smoothing their 
consumption. Even though poor microfinance users face difficulties during the lean 
season, microfinance institutions do not consider seasonal adjustments (Shonchoy and 
Kurosaki, 2014)  
 
According to Khandker and Mahmud (2012) seasonality is known mainly as a lack of 
food supply, in other words poor harvest. In Bangladesh there are two major seasonal 
deficiencies : late September to early November and from late March to early May. 
With the widespread expansion of boro cultivation in recent years, the incidence of the 
lean period in March−May has significantly declined. Almost no substitute farming 
activity takes place in this period, and the non-agricultural sector cannot adequately  
absorb the seasonally unemployed labour (Shonchoy and Kurosaki, 2014).   
 
Due to the deficiency in food supply, lack of job opportunities and absence of a 
functional credit market,  households are not in a position to smooth their consumption 
(Pitt and Khandker, 2002). Consequently in order to survive, and due to a lack of 
options, farmers are  indirectly forced to take loans from loan sharks.  
 
Due to the condition of the Bangladeshi economic system, various survival strategies 
have emerged among the seasonally-affected people of northern Bangladesh. Apart 
from borrowing from informal sources that charge high interest rates, common survival 
strategies include advance sales of labour (Khandker and Mahmud, 2012), the purchase 
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of household essentials on credit, skipping meals during the lean season (Berg and 
Emran, 2011), and seasonal migration (Shonchoy, 2011).  
 
According to Bryan et al. (2014) credit and financing restrictions, a lack of interacting, 
and irregular information problems limit individuals’ ability to travel from rural to town 
areas. Some of them are able to move, mainly to Dhaka city (the capital city of 
Bangladesh) and some with the help of family members go away from the country, 
mainly to UAE, Saudi Arabia, Bahrain, Quarter, Oman, Italy and even UK. Most of the 
poor Bangladeshi entrepreneurs therefore take money from loan sharks and in some 
cases they even sell their house and land for a very cheap price. It was found that during 
monga, households take extreme measures—such as selling productive assets 
(Khandker and Mahmud, 2012) or borrowing from loan sharks or other micro financing 
institutions charging extraordinarily high interest rates—to maintain a clean record of 
repayment and ensure access to future microcredit loans from MFIs. “Many rural 
families enjoy mainly new income streams from family members working overseas, or 
in factory jobs in the rapidly expanding ready-made garments industry” (Chen and 
Rutherford, 2013, p.117). 
 
According to the Microcredit Conference Promotion, as of 2011 there were 205 million 
microcredit customers, more than 110 millions of whom were women. Various studies 
on the impact of microcredit in developing countries have found evidence of 
consumption levelling or smoothing, asset building (Pitt and Khandker, 1998) and 
poverty reduction (Khandker, 2005). As S. N. Kairy, the chief financial officer of 
BRAC aptly summarised, “The lives of rural people in Bangladesh are totally different 
from 20 years ago.” Inversely, using the same data set as Pitt and Khandker (1998), 
Morduch (1999) finds that the average impact of microfinance is “unreal.” 
 
“We got rid of colonialism, we got rid of slavery, and we got rid of apartheid: everyone 
thought each one of them was impossible. Let's take the next impossible, do it with joy 
and get it finished with and create a world free from poverty. Let us create the world 
of our choice.” (Yunus, 2007). Very optimistic statement but unfortunately 
microfinance can’t be the only apparatus for getting rid of poverty. 
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Various researchers such as Banerjee et al (2014), Augsburg et al. (2012) and Karlan 
and Zinman (2013) show microfinance-focused entrepreneurs using loan money for the 
purpose of consumption .  However, the literature does not provide details of  how 
much microfinance users are using microfinance for domestic consumption before 
gaining access to microfinance. 
 
According to Mian and Sufi (2010) resistances in the supply of credit made it difficult 
for highly-leveraged households to continue to make durable consumption purchases 
and residential investments during the recession of 2007–2009. Likewise, Mondragon 
(2013) asserts that supply shocks to domestic credit during the financial crisis reduced 
employment by over 4%. Families with high exposure to micro credit are likely to be 
similar to the highly-leveraged households at the time of the financial crisis.  
 
2.11 Microfinance operations near Bangladesh 
 
 Bangladesh is a founder member of the South Asian Association for Regional 
Cooperation (SAARC). SAARC is the regional intergovernmental organisation and 
geopolitical union of nations in South Asia whose objective is to improve the quality 
of life of the peoples of South Asia in terms of economic growth and social progress. 
The South Asian region comprises Afghanistan, Bangladesh, Bhutan, India, Maldives, 
Nepal, Pakistan and Sri Lanka. SAARC’s objective is to provide all individuals with 
the opportunity to live in dignity; collective self-reliance among the countries of South 
Asia; better cooperation with other developing countries and to cooperate with similar 
organisations with similar goals. Therefore, a review of microfinance operations near 
Bangladesh plays an important part of this research.  
 
 According to Srinivasan (2009), in India MFIs are part of a large but disjointed credit 
industry that delivers microloans. The industry is made up of three kinds of suppliers:  
– Bank-linked Self-Help Group (SHG) programmes: These are programmes run by 
commercial banks to lend to groups of 10 to 20 women. 
 – Micro finance institutions: These are private sector entities in the business of 
extending credit to small groups similar to that of the SHGs. These include not-for-
profit non-governmental organisations (NGOs), and for-profit non-banking finance 
companies (NBFCs). The model of lending is the joint liability group (JLG) model 
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where non-repayment by a member of the group has consequences on credit availability 
for the entire group. 
 – Traditional money lenders: While loans outstanding of MFIs were much smaller 
compared to that of the SHGs, the growth rate of the MFIs had been larger than that of 
SHGs at the time of the calamity. The customers of these products, especially the SHGs 
and MFIs, are women, whose families typically have high instability  incomes, do not 
have adequate resources to deal with emergencies, lack collateral and are denied credit 
by the mainstream banking sector. Lending practices of MFIs vary, but typically, loans 
are given to informal groups consisting of 3 to 10 women. These groups share risks 
therefore may receive loans without collateral. Repayments and interest rates also vary, 
weekly or monthly, and the interest rate is on average over 28 percent. MFIs in India 
were accused of miss-selling and forced collection practices. The state government 
proposed an ordinance in October 2010 that imposed operational constraints on the 
MFIs (State government of Andhra Pradesh, 2010). Such exercises encompassed 
loaning without due diligence on the ability of the group to repay, lending for 
consumption and consumer durables, lack of transparency in operations, charging 
usurious interest rates and employing coercive recovery practices (Yerramilli, 2013).  
 
The change of law in terms of the prohibition of micro-credit lending in the state of 
Andhra Pradesh in India led to a significant reduction on consumption. The results 
show that average household consumption in the ban-affected regions dropped by 15% 
immediately following the ban compared to matched regions, and persisted for four 
quarters. The result is robust to cross-section differences in regional exposure to 
microfinance prior to the ban, difference in rural/urban and differences in 
corresponding strategy. However, consumption dropped by between 14% and 15% in 
the short term after the ban. The drop was even higher in rural regions where access to 
formal sources of finance is lower. Record-level data might reveal that welfare is 
improved without micro finance for certain households. However, the overall average 
treatment effect associated with banning microfinance in Andhra Pradesh was negative. 
This action exposes the ban as an extreme measure. Consumer protection should not 
necessarily  lead to the prohibition of microfinancing activities (Sane and Thomas, 
2015). 
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2.12 Efficiency of microfinance institutions in India 
 
According to Amarnani and Amarnani (2015) microfinance increases the income of the 
poor clients in Gujarat, India, who are in the programme for more than two years. It 
also found that consumption expenditure came down during the initial period of 
participation as the participants became educated in financial prudence, and after that 
the change was negative but insignificant. At the individual level, it was found that 
participation in the programme improved the financial security for the clients and the 
proportion of daughters attending school to those eligible for schooling. Conversely, 
there was no significant change in the financial decision-making process.  
 
 Microfinance plays an important role in bringing the people living below the poverty 
line into the main stream of the economy, and thereby participating in the process of 
nation-building (Amarnani, Amarnani & Achuthan, 2010). With this perspective, 
significant funding is being channelled into the sector through both the private and 
public routes. Therefore, there is a perilous need to ascertain whether these 
microfinance programmes are actually fulfilling their specified goals.  
 
According to Kaur (2016), analysing the efficiency of Micro Finance Institutions in 
India from financial and social perspectives gives unanticipated results. Her data shows 
on average social efficiency of MFIs is 32 per cent as against average financial 
efficiency of 84 per cent. Their efficiency to reach the poorest is as low as 30 percent 
and women 32 percent. In Kaur’s investigation on the social efficiency front, on an 
average MFIs can reduce their inputs by 68 percent and can still reach the same number 
of women and poorest clients. MFIs like Bandhan have shown 100 percent efficiency 
on the financial front. However, on the social efficiency front their efficiency is even 
less than 30 per cent.  MFIs in India are performing their financial objectives in a much 
better way than their social objectives. However, her other results, showing the positive 
correlation between social and financial efficiency, suggest the social objectives of 
MFIs follow their financial objectives. Therefore, the study finds a lack of evidence of 
the existence of trade-off between social and financial efficiency as suggested by 
welfare approaches. Kaur (2016) also believes that MFIs in India give precedence to 
financial objectives over social objectives. Thus, financially sustainable MFIs should 
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also rethink and invest in social objectives. Kaur (2016) also believes that MFIs should 
step up their efforts to aid the poorest and importantly women, which is one of their 
core objectives.  
 
Critical analysis of the microfinance industry has revealed several key flaws that 
contribute to microfinance’s inability to effectively help the poor escape poverty. An 
ultimate critique is that while some microfinance supporters may see microfinance as 
a remedy to poverty alleviation around the globe, critics point out that microfinance 
programmes and small business developments do not necessarily cause poverty 
reduction (Islam, 2007). Islam (2007) also points out that these types of programmes 
may not be the best approach for very poor people. The poorest 10 to 15 percent of 
people in developing countries may first need some help with the essentials of food and 
health concerns before they can successfully use programmes like microfinance.  
 
Access to financial services is an important step but some claim that microfinance alone 
is not capable of producing the economic results that are needed to overcome deeply 
ingrained poverty in developing countries. While many agree that microfinance is not 
having the intended effect that it was designed to have, there are various ideas on why 
this is. Some claim that geographical distance between MFIs and their clients may play 
an important role in the outcome of these programmes (Presbitero & Rabellotti, 2014). 
Some researchers have taken on the entire concept of microfinance and have concluded 
that it is not what its supporters claim (Karim, 2008).  
 
Karim also argues that microfinance is a tool used to spread neoliberal economic policy 
to developing nations. She claims that instead of using a bottom up approach to improve 
the lives of the poor by giving them the tools they need to succeed, microfinance is 
actually restructuring society with a top down approach that is administered by the 
same actors that currently control the global neoliberal economic system (Karim, 
2008). The initial business models of what McIntosh and Wydick call “non-profit 
socially motivated lenders” (McIntosh & Wydick, 2005, p.272) showed that 
microfinance could produce profitable returns. This, in turn has led to for-profit 
commercial lenders entering the market and competing with traditional non-profit 
micro finance institutions (McIntosh & Wydick, 2005).  
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Several reasons for customer dissatisfaction are wide-ranging but evident concerns, 
such as high interest rates, are common among many borrowers. Looking at 
microfinance in a broader context, some may argue the entire economic structure in 
which these programmes operate is suspect and the true benefits of entrepreneurial 
capitalism as a development tool is debatable. Academics such as David Harvey 
contend that expansion of microfinance is nothing more than a way for financial 
institutions to neoliberal economic policies concentrating on wealth accumulation. In 
doing so, these institutions are able to extract wealth from individuals through 
predatory lending practices, similar to the subprime loans which contributed to recent 
problems in the U.S. housing market (Harvey, 2011). 
 
Disputes adjoining the long-term welfare of the global capitalist economic system are 
not new. Nevertheless, research examining the effects of the capitalist system on 
disparity has shed light on the possible negative influences that this type of economic 
arrangement can have, especially on those at the bottom. Piketty (2014) make a simple 
but profound argument: the growth of income from capital grows at a rate several times 
larger than the rate of overall economic growth. This means that a smaller portion is 
going to income earned from wages compared to income earned from invested capital. 
In turn, this leads to increasing disparity between wage earners and those who control 
capital. This inequality is also exasperated during the economy and population grows 
slowly (Piketty & Goldhammer, 2014). Despite criticism of the capitalist system, it is 
important to understand that microfinance organisations operate in the framework of a 
financial system based on modern banking practices of investments and returns. Piketty 
argues that private property and market institutions are essential to a healthy economy 
and as a precursor to personal freedom Piketty (2014). 
 
Ultimately it is sensible to examine microfinance institutions and economic 
development organisations in the context in which they operate. Criticism of 
microfinance has existed in many forms since its beginning in the 1970s and rigorous 
academic work questioning the true impact of these programmes has been produced 
since at least the mid-1990s (Ahmad & Townsend, 1998). While the reasons behind the 
failure of many microfinance programmes are still contested, a growing consensus is 
arguing that these programmes are ineffective in their goals of reducing poverty and 
improving the lives of borrowers. Whether in India or Latin America, studies continue 
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to show the microfinance industry is not living up to its promise of grassroots, 
entrepreneurial economic development (Bateman, 2013; Banerjee, Duflo, Glennester, 
& Kinnan 2013).  
 
For many borrowers, interest is only part of the cost of borrowing. A significant number 
of MFIs incorporate various penalties and forced savings that increase the cost 
significantly (Sinclair, 2012). The global industry average of MFI interest rates is 
around 35 percent, but these vary greatly from country to country. In Uzbekistan, for 
example, the average annual interest rate is about 80 percent, while the average is 17 
percent in Sri Lanka (Kneiding & Rosenberg, 2008). Some argue that distributing and 
managing many minor loans is a high cost process and justifies high interest rates for 
borrowers. Others claim that high interest rates are harmful to borrowers and demand 
interest rate ceilings across the sector (Hudson, 2007). An interest rate ceiling (also 
known as an interest rate cap) is a regulatory measure that prevents banks or other 
financial institutions from charging more than a certain level of interest. Studies 
conducted by The Consultative Group to Assist the Poor (CGAP), a Washington D.C.- 
based think tank focusing on financial access for the poor, provide useful information 
regarding microfinance interest rates. These studies show that for lenders focusing on 
extremely poor borrowers, interest rates have risen over the last several years. They 
also point out the fact that these low-end lenders are much more profitable than average 
microfinance institutions (Rosenberg, Gaul, Ford, & Tomilova, 2013).  
 
The findings by CGAP point to the same justification for high interest rates as the ones 
mentioned above. Small loans require higher administrative costs, and these are not 
offset by economies of scale (Rosenberg, Gonzalez, & Narain, 2009). Rosenberg, 
Gonzalez and Narain (2009, p.3) state that “The burgeoning volume of money passing 
through international microfinance investment funds is coming mainly from investors 
who are not willing to accept higher risks or lower returns for the sake of social 
objectives.” This type of justification appears to point to the fact that there is very little 
variation between the microfinance industry and the commercial banking sector other 
than the size of the loans. 
 
A group of local businessmen in Colombia set up an organisation called Corposol in 
1988 in order to support micro businesses. Corposol’s founders agreed to establish this 
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new structure on the condition that it became self- financing within three years. At the 
end of this period its elaboration was ensured by commercial bank loans. It was 
prosperous across Latin America, but further development meant ending other sources 
of funding. Corposol led to the creation in 1993 of a financial wing called Finansol, 
capable of accessing the financial markets directly. A further advance was the 
establishment of a rural credit system through an entity called Agrosol, as well as a 
housing renovation loan facility called Construsol. Finally, Mercasol, a purchasing 
network meant to act as a wholesaler to micro-enterprises, was started. In 1994, the 
holding took the name ‘Corposol.’ It received solid support from the government in 
Colombia and also from Holland and Spain. By the end of 1995, Corposol had 600 
employees, 23 urban branches, and 5 rural ones. Its loan portfolio amounted to USD 
30 million. Circumstances weakened in the late 1990s, however, when a number of 
programmes had problems and the portfolio attribute appeared weak. There was poor 
transparency in the information sent out by the holding company, making problem-
solving difficult. In 1996, the group experienced a severe financial crisis and blocked 
loan facilities. The crisis was worsened by falling revenues from the training 
programmes that clients followed and were liable to pay for when receiving their loans. 
Corposol was forced to close most of its programmes and branches. Finansol alone was 
saved, having been recapitalised by its new main shareholder, Citibank Overseas 
Investment Corporation. Finansol continues to provide loans to small and medium 
enterprises (SMEs) and micro-enterprises. Due to inefficient circulation of information 
and the rapid expansion of the financial organisation,. ‘Corposol’ encountered 
unintended consequences. Indeed, already created structures had no solid base. The 
expansion of different branches is certainly essential; however, this must be made in a 
checked and moderate way.  
 
Without proper and regular control, risks of failure are inevitable and financial 
implications are catastrophic. Gaps in the terms of methods and strategies have been 
observed on numerus occasions (Gandja, Estay, Tchankam, 2016). Therefore, 
following and updating regulations and also regular control may play an important role 
for the microfinance industry in Bangladesh.  
 
Microfinance responds to the consequential demand for borrowing to take care of self-
employment and small business. Thus, dissimilar to other handover arrangements, it 
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requires both entrepreneurial skill and a favourable local market. Without them, the 
returns on investment financed by microfinance are likely to be insignificant, and so 
are any reductions in overall poverty. Even if the induced marginal gains from micro-
borrowing are large for participants, the effects of the accrued total benefits on 
aggregate poverty are likely to be small for several reasons. For one, microfinance 
transactions are too small to exert a large impact on collective poverty. For another, in 
an economy with low economic growth, borrowing may only reallocate income rather 
than improve growth (Khandker, 2005).  
 
Zeller and Meyer (2003) pointed out that the low-income customers are more likely to 
borrow from MFIs, who have to incur huge operational costs in order to contact the 
scattered intended beneficiaries regularly. More importantly, as the scale of operations 
increases, MFIs need funds beyond the loans. The commercial funding obliges them to 
have risk capital with market interest rates. In this setting the sustainability of MFIs 
needs to be looked at very carefully, even from a social performance viewpoint. The 
results achieved in poverty alleviation by MFIs cannot be a one of event and, given the 
endemic nature of poverty, require a continuous and long-term commitment. Morduch 
(1999) pronounces the need for more realistic work on the sustainability of MFIs. 
However, according to Dayson & Quach, (2006) an ambition for sustainable 
institutions has been often articulated; there was also an opinion that most microfinance 
institutions working in this field have been unsustainable. Research studies have also 
shown that this is predominantly connected to the perception of micro borrowers, risk 
and creditworthiness, and the diseconomies of scale in making small loans (Quach, 
2005, as cited in Dayson & Quach, 2006).  
 
Most of these studies have focused on the performance of MFIs on the basis of their 
legal status, size or geographical location. However, over the last few years the 
subtleties literatures review on the microfinance sector has revealed that there have 
been  very few studies which focus on the financial health of Indian MFIs. It may be 
because of the branding and common perception of MFIs as not-for-profit 
organisations. However, the long-term viability of any business model depends as 
much on the financial benefit. It can be seen that without sound financial performance 
the sustainability of these microfinance institutions is not possible (Amarnai & 
Amarnai, 2015). 
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2.13 Positive impact of microfinance 
 
Following Figure 2.4 is a brief representation of working in six countries with an 
international consortium. The research shows whether a multifaceted Graduation 
programme can help the extreme poor and shows how to establish maintainable self-
employment undertakings and produce long-term developments in very poor people’s 
wellbeing. The programme targets the poorest members in a village and provides a 
productive asset grant, training and support, life skills coaching, temporary cash 
consumption support, and typically access to savings accounts and health information 
or services. By keeping the overall principle the same, the programme was adjusted to 
suit different contexts and cultures. In order to get consistent impact, the combination 
of these activities is necessary. This research does not test whether each of the 
programme dimensions is individually necessary. This evidence from six countries’ 
research conducted randomised trials in Pakistan, Ethiopia, Honduras, Ghana, Peru and 
India, with a total of 10,495 participants. The sample size was mainly based in 
geographical areas associated with extreme poverty, and then identified the poorest of 
the poor in these villages through a participatory wealth-ranking process. At the end of 
the intervention, researchers found statistically significant impacts on all 10 key 
outcomes or indices. One year after the end of the intervention, 36 months after the 
productive asset transfer, 8 out of 10 indices still showed statistically significant gains, 
and there was no change or very little decline on consumption, household assets, and 
food security (Banerjee et al. 2015). 
 
48 of 290 
 
Figure 2.4: Average intent-to-treat effects by country 
 
Source : Banerjee et al. (2015)  
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Figure 2.5: Pooled average intent-to-treat effects 
 
Source : Banerjee et al. (2015)  
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Figures 2.4 and 2.5 above illustrate that the Graduation programme’s primary goal, to 
substantially increase consumption of the very poor, is achieved by the end of the 
programme and upheld 1 year later. The estimated benefits are higher than the costs in 
five out of six sites except for Honduras. In short, this research evidence from six 
countries establishes that a multifaceted approach worked well to improve income, 
cost-effectiveness and well-being for extremely poor people (Banerjee et al. 2015). 
 
Hossain (1988) found the Grameen members’ average household income to be 43 
percent higher than the target non-participants in comparison villages. Todd (1996) 
instead of attempting a large-scale study came up with a unique methodology. To 
understand the extent of the impact of microfinance, Hossain spent a year in two MFI 
Grameen clients-based villages and studied 64 households (40 borrower households 
and 24 comparison households). Hossain also discovered a positive impact of the 
intervention, as did several researchers such as Khandker (2005) and Pitt and Khandker 
(1998); (Goldberg, 2005); Hussain (1998). 
 
According to Arsyad (2005),  concerns are being raised over the cost of funds for these 
enterprises and transaction costs and still leave some profit. Srinivasan and Sriram  
(2006), have pointed out that MFIs need to be economically viable and sustainable in 
the long run. In fact, studies have found strong linkage between the financial 
sustainability of microfinance institutions and achievement of their social objectives.  
 
According to Parida and Sinha (2010) the self-help group (SHG) programmes are an 
effective tool, which have been used in various countries in order to address a range of 
socio-economic issues. The performance and sustainability of SHGs vary based on 
income-generating activities, gender composition of members in the group etc. 
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Figure 2.6: The ultra-poor graduation approach 
 
 
Source: BRAC (2017) 
 
Figure 2.6 shows how BRAC,one of the leading microfinance banks  in Bangladesh, 
distinguishes its poor clients. An extremely poor lady tends not to have any job or works 
as a domestic cleaner or begs. She has no active adult male member in most cases, also 
no productive assets.  According to World Bank estimates, the number of people living 
in poverty around the globe dropped into the single digits— just below 10%—for the 
first time in recent history, marking 2015 as a landmark year in the global fight to end 
extreme poverty. “Though the extreme poor live on less than $1.90/day, the ultra-poor 





52 of 290 
 




Source: BRAC (2017) 
 
Figure 2.7 shows BRAC’s operation of several countries of the world and steps taken 
in order to reduce ultra-poverty. BRAC strongly believes that poor and vulnerable 
households can and must be equipped to do more than just cope. Social protection 
interventions, such as cash transfers, food aid, school feeding, and public works 
programmes must be carefully planned to build up poor and vulnerable households and 
set up an asset base as well as their confidence and social capital (i.e. gender 
empowerment, community inclusion). Even though Bangladesh is the birthplace of 
microfinance, the ultra-poor are bypassed because of both demand and side factor. 
According to BRAC, ultra-poor eat below 80% of their energy requirements, despite 
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spending 80% or more of their income on food and ultra-poor people live without 
access to financial, healthcare and basic services. Ultra-poor people also often lack 
acceptance in their own communities, lack self-confidence, and have no support 
network.  
 
Figure 2.8: The ultra-poor graduation approach 
 
Source: BRAC (2017) 
 
Figure 2.8  shows  the “Ultra Poverty Graduation model”, a programme which deals 
with 1) Targeting: spatial poverty maps and community wealth rankings to identify the 
households in the greatest need of skills and services; 2) Asset transfer: often goats or 
chickens, or money to invest in petty trade business; 3) Weekly stipends: ultra-poor 
receive cash stipends along with guidance tailored to local knowledge and skills; 4) 
Saving: participants open individual savings accounts at local banks, post offices, or 
are encouraged to save with rotating savings and credit organisations; 5) Training: as 
families learn to earn and save, they receive hands-on training and weekly visits from 
staff to help grow their skills; 6) Healthcare: services range from health education to 
aid in accessing government services including family planning and preventable 
illness; 7) Social integration: Throughout the program, families gain confidence and 
acceptance within their community. 
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Balboni and Bandiera et al. (2015) also conducted research on the Intervention 
Graduation Programme: time-frame 2007-2014; research method 3 cluster-randomised 
controlled trials;  sample size 21,063 adults in 10,495 households; location Ethiopia, 
Ghana, Honduras, India, Pakistan, and Peru.  Findings suggest across all sites: • 4.9% 
increase in household consumption • 13.6% increase in asset value • 95.7% increase in 
savings • 37.5% in livestock revenue. 
 
2.14 Microfinance and its services for business start-ups  
 
Based on information from 198 MFIs in 65 countries, Shahriar, Schwarz and Newman 
(2016) show that for-profit MFIs are less likely to provide financial capital to business 
start-ups than their not-for-profit counterparts. They found that the adoption of a 
dominant ‘commercial’ logic by for-profit MFIs  motivates them to maximise profit by 
extending loans to less risky ventures with mature projects. In contrast, a dominant 
‘development’ logic motivates not-for-profit MFIs to alleviate poverty through 
supporting the creation of new ventures.  
 
Microcredit was initially considered as a not-for-profit enterprise undertaken mainly 
by non-government organisations (NGOs), and financed by government and donor 
agencies. In recent times, conversely, a growing number of not-for-profit MFIs have 
converted into for-profit organisations in order to attract commercial funding. Some 
commercial banks have also recognised the growth potential of microlending and 
entered the industry either directly or through intermediaries (Bruton et al., 2011). 
“Non-profit MFIs are primarily motivated by a ‘development’ logic and focus on 
poverty alleviation. In contrast, a ‘banking’ logic dominates for-profit commercial 
MFIs and motivates them to maximise profit” (Shahriar, Schwarz and Newman, 2016, 
p.533).  
 
According to Naude (2010) due to fewer opportunities for salary based work, people  
go for the entrepreneurial route in order to accomplish basic human needs. The 
significance of providing financial capital to businesses start-ups at the grassroots level 
has been prioritised among policy makers (United Nations, 2005). Although 
microfinance, in general, is a prosocial lending method, it is not-for-profit MFIs that 
are particularly driven by their social objectives. These MFIs hold an allocative view 
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of entrepreneurship and realty on the assumption that every poor individual possesses 
an entrepreneurial skill. Thus, given access to working capital loan, she or he can start 
a small business and break the vicious cycle of poverty (Bradley et al., 2012; Yunus, 
1999). In contrast, the dominant banking logic exhibited by for-profit MFIs results in 
their targeting more creditworthy and thus more profitable clients (Woller et al., 1999) 
cited by Shahriar, Schwarz and Newman (2016). “This reasoning leads us to conjecture 
that not-for-profit MFIs might have a relatively more favourable attitude towards 
business start-ups, compared to their for-profit counterparts, who have a stronger 
incentive to maximise profit by extending loans to less risky ventures with mature 
projects” Shahriar, Schwarz and Newman (2016, p.533). 
 
Based on information from 124 MFIs in 49 countries over 1999– 2002, Cull et al. 
(2007) suggest that there is no direct link between the profit status of an MFI and its 
lending practices. Using information from 1558 MFIs spanning 1996–2010, Wagenaar 
(2012), conversely, demonstrates that when an MFI transforms from a not-for-profit to 
a for-profit organisation, it abandons the social objective of serving poor clients and 
moves up-market by serving relatively well-off borrowers. Using the institutional 
theory as a lens, management scholars (e.g. Battilana and Dorado, 2010; Kent and 
Dacin, 2013) argue that such transition in the microfinance industry has been driven by 
the dominance of a banking logic, which motivates MFIs to justify their legitimacy 
using financial, rather than development, metrics, such as growth and financial sustain- 
ability (Shahriar, Schwarz and Newman, 2016). 
 
Bank loans are always difficult for a small bustiness, and particularly challenging for 
start-ups (Carter et al., 1996; Cassar, 2004). As an organisation ages, it develops a high 
level of structural apathy, which confines it from unnecessary risk taking and 
experimentation and persists in using the same successful courses of action (Hannan 
and Freeman, 1984). As a result, the likelihood that an organisation will survive 
increases with age. Furthermore, as an organisation grows older, it develops strong 
exchange associations with other organisations, which increases its external validity 
(Kostova and Zaheer, 1999; Singh et al., 1986). Consequently, the obligation of novelty 
faced by start- ups implies that as they are less likely to continue and flourish compared 
to reputable firms, they will face a greater effort accessing peripheral valuable 
resources (Shahriar, Schwarz and Newman, 2016). 
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According to Mead and Liedholm’s research (1998)  based in developing countries, 
irrespective of their type and organisational structure, small businesses in developing 
countries face similar constraints in their start-up stage. These include unfavourable 
business conditions, lack of demand, lack of working capital, and absence of 
entrepreneurial skills to run a new business. Therefore, in general, small business start-
ups are considered as risky lending propositions by lenders, due to a high likelihood of 
failure. On one hand, Field et al. (2013) suggest that micro- finance has a significant 
impact on the creation of new enterprises, especially when entrepreneurs are provided 
with a ‘kindness’ period for loan repayment. Banerjee et al. (2014), on the other hand, 
report that households with a microloan are no more likely to start a new enterprise 
than those without.  
 
According to Shahriar, Schwarz and Newman (2016), for-profit MFIs are likely to 
favour established businesses over start-ups. In contrast, the development logic 
dominates not-for-profit MFIs. Shahriar, Schwarz and Newman’s research  (2016) 
validates whether an MFI’s for-profit status influences its lending decisions towards 
business start-ups, and findings suggest that the rate of lending to start-ups is much 
higher among not-for-profit MFIs compared to for-profit MFIs. Shahriar et al.’s 
findings (2016)  also imply that prioritising the commercial banking judgement over 
the development logic motivates for-profit MFIs to allocate a   smaller fraction of their 
funding to start-ups than not-for-profit MFIs. Notwithstanding earlier indications that 
microcredit may contribute to the formation and growth of small enterprises (Field et 
al., 2013), the full potential of small business development will remain untouched if 
capital increasingly flows to well-known firms, rather than new entrepreneurs.  
 
Banerjee and Jackson (2016) provide a critical analysis of the role of market-based 
approaches to poverty reduction in developing countries. According to Banerjee and 
Jackson (2016), although microfinance has become an increasingly popular approach 
that aims to alleviate poverty by providing the poor with new opportunities for 
entrepreneurship, mainly to women and to promote empowerment,  their findings 
reflect a different image. Banerjee and Jackson (2016) found microfinance led to 
increasing levels of obligation among already impoverished communities and 
exacerbated economic, social and environmental vulnerabilities. Their findings also 
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suggest that the social capital can be destabilised by market-based measures like 
microfinance. 
 
Rivlin (2010) is cited by Banerjee and Jackson (2016, p.2) “Even in the United States, 
one of the richest countries in the world, the poverty industry is worth about $33 billion 
a year comprising payday loan centres, pawnshops, credit card companies and 
microfinance providers who generate business from the poorer segments of the 
population.”  
 
According to many researchers and policy makers like Khandker, 2005; Westover, 
2008, microfinance encourages entrepreneurship, increases income generating activity 
thus reducing poverty, empowers the poor, increases access to health and education, 
and builds social capital among poor and vulnerable communities. Besides Porter and 
Kramer, 2011; Prahalad, (2004) studies of market-based measures to alleviate poverty 
are also gaining considerable traction in the management literature where scholars have 
developed concepts like ‘base-of-pyramid’ and ‘creating shared value’ to address what 
businesses can do to alleviate poverty and enhance social welfare. However, more 
recently concerns have been raised about the real value and impact of microfinance. In 
the last few years ‘microfinance meltdowns’ have been reported in Morocco, 
Nicaragua, Pakistan, Bosnia, Mexico and Lebanon, and most dramatically in the Indian 
state of Andhra Pradesh when the entire microfinance industry collapsed in late 2010, 
which was the context of the quote by the then Indian minister mentioned (Bateman 
and Chang, 2012). More disturbingly, inability to repay microfinance loans has also 
been linked to ‘hundreds of suicides’ among borrowers in India (Associated Press, 
2012) and organ trafficking in Bangladesh (BBC, 2013) cited by Banerjee and Jackson 
(2016). Much of the rhetoric of ‘empowerment’ is from a top down perspective of those 
that do the empowering, with little or no attention being paid to the increased 
vulnerabilities faced by those living in extreme poverty arising from market-based 
poverty reduction initiatives like microfinance (Banerjee and Jackson, 2016). 
 
Although the dollar-a-day symbol may be a useful experiential for researchers and 
policy makers it does not capture the existed truths of the poor – feelings of 
powerlessness and vulnerability risks, for example, or poor nutrition and health arising 
from sustained deprivation, or gender differences in poverty (Chakravarti, 2006; 
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Ravallion, 2003). Economic measures of poverty may reflect the structural aspects of 
poverty but do not capture the cultural, social and psychological dimensions of poverty 
and more importantly preclude any kind of agency to the poor by ignoring their survival 
strategies, social relations and practices of resistance (Arora and Romijn, 2012). Some 
studies have identified qualitative indicators of poverty such as vulnerability, 
deprivation, helplessness and deficiency that arise from income poverty and the 
inability of the poor to leverage resources required to fulfil their basic needs (Bradshaw, 
2007; Chambers, 1995; Chakravarti, 2006). Though, apart from offering estimates of 
the number of people living on $1 or $2 a day, research assessing the effectiveness of 
poverty alleviation measures does not provide useful insights into the lived experiences 
of the chronic poor or the effectiveness of poverty alleviation strategies in reducing the 
qualitative aspects of poverty such as vulnerability, deprivation and helplessness, or 
attempt to address this gap (Banerjee and Jackson, 2016). 
 
Drawing from the extant literature, we define poverty as a process whereby people are 
subject to sustained physical, social, economic, political, psychological and/or spiritual 
deprivation that gives rise to any combination of physical weakness, perceived 
isolation, and feelings of ill-being, vulnerability and powerlessness (Banerjee and 
Duflo, 2007; Chakravarti, 2006; Chambers, 1995; Ravallion, 2003).  
 
2.15 Microfinance and its influence on domestic violence 
 
According to Mushid, Akincigil and Zippay (2016) the likelihood of experiencing 
domestic violence was not found to vary with microfinance participation. However, the 
interaction effect of microfinance and better economic status was found to be 
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Experience of domestic violence was negatively associated with older age, higher 
education of the husband, and autonomy. They also found in Bangladesh that 
microfinance participation may be associated with a higher probability of experiencing 
domestic violence for women with a relatively better economic status, however this 
may to apply to extremely poor users of microfinance. It is important to understand not 
only the social and economic impact of such a tool but also the relational impact that it 
can have on the lives of those who access such a loan. Bangladesh evidences many 
patriarchal traditions, with high rates of domestic violence, averaging 50% (Chin, 2012; 
Hadi, 2000; Khandker, 2005; Pitt, Khandker, & Cartwright, 2006; Rahman, Hoque, & 
Makinoda, 2011; Sambisa, Angeles, Lance, Naved, & Thornton, 2011; Schuler & 
Islam, 2008). According to Goode, 1971; Hornung, 1977; Yick, 2001, the status 
inconsistency theory proposes that the higher incomes and female independence that 
may accompany microfinance participation may threaten or weaken matrimonial 
norms, with insinuations regarding amplified violence.  
 
Some studies suggest that microfinance participation and the associated empowerment 
may have unintended consequences in terms of increased domestic violence as 
traditional gender roles are challenged (Ahmed, 2003; Amin, Becker & Bayes, 1998; 
Bajracharya & Atmin, 2013; Goetz & Gupta, 1996; Hadi, 2000). However, the 
proposed and unplanned effects of microfinance contributions in Bangladesh have been 
argued among scholars and specialists. Some suggest that there is an intrinsic value to 
giving poor women an opportunity to earn additional income for the household, and 
microfinance is widely considered to be a tool that empowers poor women to become 
autonomous and independent as well as economically mobile (Amin, Rai, & Topa, 
2003;Garikipati, 2008; Gill & Stewart, 2011; Hunt & Kasynathan, 2001; Jewkes,2002; 
Karim, 2011; Mayoux, 2001; Schuler, Hashemi, Riley (1997)  & Rahman, 1999; 
Rahman et al., 2011). Other studies indicate that an increase in economic empowerment 
due to microfinance is associated with reduced domestic violence as it lowers stress 
from poverty and thereby externalisation of stress (Kabeer, 2005). Analysis of samples 
of microfinance participants and non-participants by Chin (2012) found no reductions 
in violence associated with microfinance participation. 
 
Status inconsistency theory suggests that status discrepancies may lead to dysfunctional 
behaviour when an individual who expects to have higher status in a relationship is 
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threatened by the increase in status of another (Goode, 1971; Hornung, 1977; Yick, 
2001). One of the basic assumptions is that statuses that are delineated as inconsistent 
are “psychologically stressful” and result in “stress reducing behavioural or attitudinal 
response” (Hornung, 1977, p. 624).  
 
2.16 Social capital 
 
Ansari et al. (2012) dispute that leveraging the social capital that exists in poor 
communities may enable them to build the capabilities needed to access resources from 
external groups or institutions. They argue that a bottom of the pyramid approach has 
the potential to both hold existing social capital in needy communities while 
ornamental their social capital through accessing resources from external networks and 
groups.  
 
There is some evidence that suggests communities with strong social networks are 
better able to deal with poverty and vulnerability (Moser, 1998; Woodcock and 
Narayan, 1999). These networks generate social capital, which reflects the general 
goodwill and resources that arise from networks of relationships in a community (Adler 
and Kwon, 2002; Putnam, 1993). Social capital is a multidimensional concept 
comprising of structural, relational and cognitive components (Nahapiet and Ghoshal, 
1998). While poor communities lack economic assets and financial capital, their social 
relations play a key role in sustaining their livelihoods. Rural communities in 
subsistence economies are often characterised by norms of collectivist, reciprocity, 
sharing of community resources and extended kinship ties that are essential for their 
survival (Scott, 1976).  
 
According to Banerjee and Jackson (2016) countless poor rural societies face 
difficulties in accessing resources from external groups because they do not possess 
adequate bridging social capital. The problem is compounded in developing countries 
where the state is often unable to provide resources and opportunities to impoverished 
populations. An evolving study suggests that non-statutory actors and institutions can 
fill the void left by the state to promote business ventures and entrepreneurship that 
would empower these bottom of the pyramid communities by enhancing their social 
capital and enabling them to escape the poverty trap (Ansari et al., 2012; London, 2009; 
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Mair and Martí, 2009). Many researchers may claim that microfinance can deliver 
economic development and social empowerment by creating connecting social capital 
that allows needy individuals to access external resources and networks. Nevertheless, 
owing to structurally inadequate power relationships between finance providers and 
borrowers, microfinance can also create new dependences on external institutions while 
adversely impacting social relationships of trust and reciprocity, thus eroding bonding 
social capital (Ansari et al., 2012).  
 
Dependence on family and community networks for repayment led to another novelty 
– the creation of ‘solidarity circles’ (Kendra) where groups of women rather than 
individuals would be responsible for ‘helping’ an individual to repay loans if the 
borrower was facing financial hardship. Thus, the ‘social’ entered the microfinance 
discourse in the form of social capital, or more accurately ‘social collateral’ (Bateman, 
2010 cited by Banerjee and Jackson (2016)). They also argue that supporters of 
microfinance claimed that offering credit to poor communities would provide a source 
of additional income and employment as well as access to low-interest loans, enabling 
poor communities to escape from the clutches of local moneylenders and loan sharks 
and their excessive interest rates.  The availability of financial services to poor people 
could help them deal with susceptibilities arising from poverty, while empowering 
women who could find few business prospects because of masculine systems of 
control. Also, microfinance could help build social capital and solidarity in 
impoverished communities because MFIs promoted group lending and were willing to 
accept ‘social solidarity’ as collateral (Bateman, 2010; Matin et al., 2002).  
 
Despite scores of reports and scholarly papers addressing the impact of microfinance, 
no clear picture emerges about either the sustainability of MFIs or its impact on poverty 
alleviation (Armendáriz and Morduch, 2005). While some studies claim that 
microfinance increased disposable income and enabled poor families to move out of 
poverty (Khandker, 2005), other studies found no evidence of such a relationship (Kah 
et al., 2005; Morris and Barns, 2005) and some even found a negative impact (Bateman, 
2010; Dichter and Harper, 2007; Karim, 2011; Roodman, 2011). Neglecting from 
extant accounts of microfinance is the idiosyncratic experience of that poor, especially 
the extreme poor and how they negotiate the everyday grind of poverty, their financial 
decision-making process and outcomes, their accounts of susceptibility and 
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disempowerment, their experience as clients and users of microfinance, their 
interactions with microfinance providers, and the social and economic outcomes that 
result. It is to these subjective formations to microfinance that we now turn in an 
attempt to develop a more grounded theoretical approach (Banerjee and Jackson, 2016). 
 
2.17 Implications for women and microcredit 
 
Drolet (2010) critically explores how feminist theories continue to affect development 
paradigms and discourses by focusing on women’s experiences in microcredit 
programmes. She locates the ideological roots of key concepts in development theories 
and feminist thinking about women’s role in development and improving women’s 
status. She explores how feminist theories continue to affect international growth 
paradigms and discourses by focusing on women’s roles and participation in 
microcredit programmes. Feminist theories continue to affect development paradigms 
and thus play an important role in shaping the past, present, and future discourse in 
critical feminist social work. The upgrading paradigm did not consider women 
separately as a group; it was assumed that a modern secular society would routinely 
progress women’s situations by freeing women from the constraints of traditional 
cultures (Rahman, 1999b).  
 
The gross national product (GNP) was used to measure progress in ‘‘development,’’ 
and it was extensively supposed that the benefits of economic growth would ‘‘trickle 
down’’ to households (Kabeer, 2003, p.3). Disappointment with growth-dominated 
definitions of growth led to a reformulation of the goals of development to take greater 
account of poverty and the dissemination and meeting of basic needs (Kabeer, 2003, 
p.3) and other factors. The expectations of modernisation theory were effectually 
confronted by Boserup (1970) in her book entitled ‘Women’s Role in Economic 
Development’ (see also Ferguson, 1996; Rahman, 1999b). Boserup criticised the 
modernisation approach to and conventional liberal assumptions about development by 
showing that the tactic had side-stepped the needs of women (Jaquette, 1982). She 
argued for women’s integration into the development process as equal partners with 
men (Drolet, 2010). Boserup’s work was latter disparaged on the grounds that it did 
not question the feasibility of a ‘‘Western’’ model of development for the poor in non-
Western countries (Madhuri, 1992).  
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Micro credit has enjoyed tremendous progress starting from the initiative of Grameen 
in Bangladesh for lending to women and expanding to many nations in the world, 
including both developing and developed countries. Given women’s constraints to 
credit and for the goal of gender equity, women are the main target of MFIs and have 
noticeably become the main recipients. Microcredit has been regarded as one of the 
crucial tools for poverty reduction and women’s enablement. However, its potential in 
terms of poverty reduction and women’s empowerment are both subject to being 
contested and criticised. It is also necessary to highlight that the potential in terms of 
women’s empowerment has received more scepticism than the poverty- reducing 
potential. Many findings have shown that giving credit to women increases women’s 
income and also brings about other benefits like better education and health, livelihood 
diversification, violence reduction, self-confidence and self-esteem etc. In contrast, 
other studies indicate that credit borrowed by women may be controlled by their 
husbands, making them more subordinated and increasing domestic violence (Al-Amin 
and Chowdhury, 2008).  
 
Kabeer (1999) emphasises that women’s empowerment is the process by which those 
who have been denied the ability to make strategic choices acquire such an ability. The 
ability to exercise choices entails three inert-related dimensions: resources including 
access and future claims to material, human and social resources; agency including 
processes of decision making, negotiation, deception and manipulation; and 
achievements which are the well-being outcomes. It is also argued that the condition 
for women’s empowerment to take place is when women challenge the existing norms 
and culture, to effectively improve their well-being (Swain & Wallentin, 2007). In this 
logic, activities are considered as empowering when activities require women to 
demonstrate signs of confrontation to the existing standards of the culture in order to 
effectively better their lives. For example, when a woman is showing signs of fighting 
the restraint of her mobility by her husband or family, she is considered more 
empowered because she is making an effort to enhance her well-being by asserting 
herself. Women’s empowerment can be viewed differently by the different societies: 
and note that activity in this country is considered as empowerment, but not in other 
countries. For example, mobility of women in public places is a sign of empowerment 
in Bangladesh, but in Vietnam it is a normal activity for women. In summary, activities 
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should be considered as empowerment if women are challenging the gender and social 
standards to effectively improve their well-being (Al-Amin and Chowdhury, 2008). 
With regards to measuring empowerment under the microcredit programme, Goetz and 
Gupta (1996) similarly use women’s managerial control over productivity: loan 
proposal, investment in productivity assets, labour inputs, marketing and use of profits. 
They find that a woman’s participation in a credit programme strengthens her 
conventional and dominant role in the household although in some instances, the loan 
is controlled by her husband.  
 
According to Hashemi at al. (1996) measuring empowerment is related to mobility, 
economic security, ability to make small purchases, ability to make larger purchases, 
involvement in major decisions, relative freedom from domination by the family, 
political and legal awareness, participation in public protests and political campaigning. 
Empowerment is a process which is produced in more than one dimension, And an 
increase in income is not enough for women’s empowerment because intra-household 
disparities may block women from benefiting from the income increase, even when 
they are major contributors (Mayoux, 2002). In addition, according to Madmud (2003), 
one common dimension is women’s entire well-being where women’s empowerment 
is evaluated in terms of improvement in the welfare of women and girls, such as  health, 
education, mobility, ownership of assets and contraceptive use. Another important 
dimension is women’s relative well-being where women’s empowerment is seen in 
terms of intra-household relations, like control over household income and assets, 
decision making, control over loans borrowed (Mahmud, 2003). 
 
 For appraisals of microcredit programmes, women’s high need for loans and high 
repayment rates are usually taken as proxy pointers of empowerment (Goetz and Gupta, 
1996). This, nevertheless, does not disclose the right connotation of empowerment. 
Several research studies show that giving credit to women can generate women’s social 
and economic empowerment while other studies are showing the contrary. Microcredit 
can strengthen women’s subordination and produce disempowerment. Evidence also 
has shown that an increase in income does not entail women’s empowerment because 
there exist gender and social norms governing gender norms in the intra-household 
relations which lessen women’s bargaining power and prevent their economic 
autonomy (Al-Amin and Chowdhury (2008)). It is necessary to note that an increase in 
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a woman’s wellbeing is not necessarily empowering itself. For example, activities to 
improve children’s nutrition will improve effectiveness in the women’s role in the 
household. When a woman is better able to undertake such activities, her self-
confidence and feeling of well-being will be increased. This may generate conditions 
to women’s empowerment but are not empowering themselves (Swain & Wallentin, 
2007 cited in Al-Amin and Chowdhury (2008). Though, from a strategic point of view, 
by meeting practical gender needs, microfinance can indirectly lead to women’s 
empowerment. This is possibly true when gender norms and inequalities are socially 
internalised; hence, it is not easy to change the people’s perception and requires a long 
process to alter the accepted systems. Besides, it is assumed that the empowering 
process is triggered only by exogenous events, missing the importance of pre-
conditions like socioeconomic status, intra-household relationships, life-cycle 
situation, local practices and social norms, in shaping the environment where new 
experiences can or cannot be empowering (Mahmud, 2003).  
 
 Microfinance programmes that target women have been promoted since the mid-1990s 
as a key strategy for simultaneously reducing poverty and empowering women 
(Mayoux, 2002, cited in Drolet 2010). International conferences have promoted the 
idea that poor women have a right to savings, credit, pensions, and insurance schemes 
like anyone else (Mayoux, 2002 cited in Drolet 2010). In fact, this entitlement is an 
essential part of their economic rights that are enshrined in international agreements on 
human rights and gender equality (Mayoux, 2002). For some women, access to 
microfinance services has initiated a ‘‘virtuous spiral’’ of economic, social, and even 
political empowerment (Mayoux, 2002 cited in Drolet 2010). Conversely, the 
increasing body of evidence in the literature on microfinance suggests that its influence 
on reducing poverty and empowering women is generally less than implicit (Drolet, 
2008, 2009; Hulme & Mosley, 1996; Mayoux, 2002; Oxaal & Baden, 1997; Rahman, 
1999a).  
 
There is a considerable gap between the potential and actual contribution of 
microfinance to the reduction of poverty and the empowerment of women (Mayoux, 
2002 cited in Drolet 2010). “Serious questions need to be asked about the adequacy of 
the particular models of microfinance that are being promoted, the underlying political 
assumptions about the nature of development on which they are based, and how 
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women’s empowerment can be…” Drolet (2010, p.35). There are three competing 
paradigms in microcredit: the financial self-sustainability paradigm, the poverty 
alleviation paradigm, and the feminist empowerment paradigm (Mayoux, 2002; Rhine, 
1998; Woller, Dunford, & Woolworth, 1999). Mayoux’s (2002) extensive theorising 
showed that each has a distinct discourse arising from different values and political 
premises. These influences enable us to understand how they affect the ways in which 
programmes are organised and how the programmes deliver microcredit and consider 
the ‘‘best’’ means for reducing poverty and empowering women. Most programmes 
normally attempt to combine one or more of these paradigms, often in uneasy 
coexistence, to meet the competing aims of various stakeholders (programme staff, 
women clients, and/or funders and donors; Mayoux, 2002).  
 
The Financial Self-Sustainability Paradigm is the standard of microfinance that is 
promoted by many prominent donor agencies, particularly the United Satiates Agency 
for International Development (USAID), the World Bank, the United Nations 
Development programme (UNDP) Micro-Start Programme, the Consultative Group to 
Assist the Poorest (CGAP), and the Micro Credit Summit Campaign (Drolet, 2010). 
The founding members of the Consultative Group to Assist the Poorest (CGAP) were 
Canada, France, the Netherlands, the United States, the African Development Bank, 
the Asian Development Bank, the International Fund for Agricultural Development, 
UNDP, and the World Bank. Almost $200 million was pledged to microfinance 
programmes for the poorest groups in low-income countries, particularly women 
(World Bank, 1996). According to Mayoux (2002) the financial self-sustainability 
paradigm is an attempt to insert concerns about the alleviation of poverty and about 
empowerment into the neoliberal agenda.  
 
The fundamental aim of the financial self-sufficiency approach is to develop large 
microcredit programmes that are profitable and fully self-sustaining, as in main private 
sector banking institutions. These ‘‘commercial financial institutions’’ raise funds from 
international financial markets, rather than from subsidies from donors and 
development agencies (Drolet, 2010). The prejudice of the ‘‘rational economic 
woman,’’  marks a change from male recipients to female clients with responsibilities 
to themselves and their communities. When poor women are construed as clients in this 
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way, the onus for development falls squarely on their shoulders, releasing the state from 
considerable civic obligations (Rankin, 2002).  
 
Procedure deliberations have been absorbed predominantly with setting interest rates 
to cover costs, separating microfinance from other social service involvements, 
increasing the outreach and scale of operations, reducing transaction costs, and using 
groups to decrease the costs of delivery. There are two types of subsidies: interest rate 
subventions and operational subventions. Interest rate subsidies can be justified on 
economic and social grounds and operational subsidies cover operational expenses for 
microfinance institutions that cannot recover costs and depend on donor subsidies and 
funding (Versluysen, 1999). In this paradigm, women’s empowerment is as unspoken 
as the growth of separate choice and dimensions for self-reliance within existing 
structures, rather than examining underlying restrictions. The financial self-
sustainability paradigm assumes that access to credit (by targeting poverty) and 
increasing the number of female clients is adequate for easing poverty and empowering 
women. Credit is intended to help women in meeting their everyday needs. The 
underlying philosophy of the poverty alleviation paradigm, derived from supply-
leading finance and the widespread funded credit programmes that evolved from these 
theories, arose in response to situations that existed after World War II (Robinson, 
2001). Concerned with increasing the cultivation of food, governments provided 
farmers with subsidized capital to pay for the inputs that were required to cultivate 
high-yielding varieties of rice and wheat, which marked the green revolution of the 
1960s and 1970s (Robinson, 2001).  
 
It is also presumed that growing women’s access to microfinance will increase 
women’s decision making in the household and access to income for both making and 
consumption, also improve women’s status in the community. It is also believed that 
women’s interests coincide with those of the household, particularly children. There is 
substantial uncertainty about addressing gender issues, if doing so may lead to 
encounters within households or communities. The main critique of the poverty 
alleviation paradigm is that it is not sufficient to focus solely on the household level, 
because entire household inequalities mean that women do not necessarily benefit from 
increases in household income, even when they are major contributors (Mayoux, 2002).  
 
68 of 290 
 
The financial self-sustainability and poverty alleviation paradigms seek to integrate 
women into the existing neoliberal capitalist market system through microcredit 
(Drolet, 2008). As, for example, the financial self-sustainability model aims to develop 
sustainable programmes that reach many people. the poverty lending model operates 
on subsidies that are designed to lower interest costs for poor clients. Only the feminist 
empowerment paradigm questions the standard account—of whether credit is the 
missing piece in development—and offers a more comprehensive understanding of the 
underlying constraints that women face by allowing us to consider relations of 
production and reproduction. Their fundamental method of the feminist empowerment 
paradigm (based on equity, empowerment, and equality), the rationale for targeting 
women (equity and human rights of women), and the understanding of empowerment 
is better situated to understanding women’s experiences in microcredit (Drolet, 2010).  
 
Women’s own interests are frequently subordinated to those of the reduction of 
household poverty and the financial sustainability of programmes (Mayoux, 2002). 
Studies have shown that programme staff openly state that the main motivation for 
targeting women is that they are perceived as more careful and passive clients (Cheston 
& Kuhn, 2002). Unlike men, women are prepared to devote considerable time and 
energy to group activities, which decreases the costs of programmes (Cheston & Kuhn, 
2002). Women are consequently a suitable, cost-effective, and reasonably risk-free 
means of directing loans to men within households and creating a savings base 
(Mayoux, 2002). If women are to really benefit  from microfinance programmes, aims 
and strategies for women’s empowerment need to be mainstream, rather than marginal 
add-ons to programmes that are designed for financial sustainability or the alleviation 
of household poverty (Mayoux, 2002). Therefore, in the growing literature on 
microfinance, there is no clear consensus on how microcredit and women’s 
empowerment can be measured. However, in general, a distinction is made between 
two basic approaches. Many microcredit initiatives are viewed as promoting a narrowly 
individualistic definition of empowerment and  ignoring the collective dimension of 
empowerment (Oxaal & Baden, 1997).  
 
The term ‘development’ is used by philosophers and specialists who draw on different 
conceptual frameworks with different processes and goals. Other key terms that merit 
scrutiny are equity, participation, and empowerment. These words, separately and in 
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combination, are used to refer to immensely different situations. While this diversity of 
connotations is not only a matter of misunderstanding, it is actually a key feature of the 
effective disposition of these words to meet specific agendas. Policies and programmes 
that use these terms can mask major differences and reduce the scope of critical debate: 
Drolet (2010). Women’s lives are built around multiplies machetes—such as race, 
class, gender, culture, age, and ethnicity—that interact in complex and unexpected 
ways over both time and palace (Connelly et al., 2000).  
 
It's reasonably difficult to measure female entrepreneurship as practitioners are 
focusing on what women want in their cultural context. Different studies have indicated 
that women’s empowerment has different dimensions and levels, some of which are 
related to individual situations and abilities, and  others  dependent on a woman’s 
environment. Women-related theories continue to affect expansion paradigms and thus 
play an acute role in determining the past, present, and future discourse in social work 
(Drolet, 2010). 
 
2.18 The impact of microcredit on the poor in Bangladesh 
 
Develtere and Huybrechts (2005) evaluate the evidence on economic impacts, which 
suggests that the susceptibility of bank members has been reduced even if there is no 
consensus about whether the Grameen and the Bangladesh Rural Advancement 
Committee (BRAC), two micro finance institutions, also reduce poverty. They also 
discuss the social impact, especially in relation to the situation of poor women and to 
various spill over effects in different spheres of social and economic life. They have 
been criticised for their neoliberal developmentalism, their social control and 
disciplinary imperatives, and the subsidised system of lending that they apply. Others 
look at them from the perspectives of a growing space for civil society, or the 
emergence of a social economy, or a third sector. 
 
“Loan repayment remains the major trouble when it comes to women’s control over 
loan use. When a man makes sure that his wife can pay back her loan, there is not much 
of a problem; however, since the wife remains responsible for the repayment to the 
centre, things become more serious when a husband refuses to pay back money he has 
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used. Moreover, the tensions that this situation brings may escalate into domestic 
violence.” (Develtere and Huybrechts, 2005, p.22)  
 
It is difficult to draw unequivocal conclusions out of these contradictory findings. Much 
quantitative and qualitative research has been done on micro finance, And few research 
is based on more qualitative, sometimes anecdotal, evidence; consequently, some 
figures refer to “average” and others to “non-average” outcomes. In this way, the 
general findings of Hashemi et al., that violence against women decreases when they 
join a microcredit institution, can be inconsistent with Rahman’s statement that the 
violence in some households increases. Further, Kabeer (2005) contends that an 
accurate definition of the terminology used in the research is indispensable. Goetz and 
Sen Gupta, for instance, conflate “control” and “management” of a loan, whereas 
making decisions about loan use and indecisions about implementation are two 
different things; consequently, they do not indicate the extent to which the wife was 
involved in the decision-making process of allocating the loan (Develtere and 
Huybrechts, 2005). Hashemi et al. notice that a loss of control over loan use does not 
necessarily exclude the emancipation of women. Even if a wife entirely lacks control, 
membership of the microcredit institution can offer her a lot by bringing her in contact 
with other people and ideas. Without the prospect of getting access to credit, most 
women probably would not be permitted to join the programmes and get the 
educational and social benefits. In this way, participation actually stimulates women’s 
emancipation. 
 
 Kabeer (2005) closes that these conflicting opinions are due to differences in the 
philosophies that researchers have in the use of the word ‘control’. By and large, the 
negative appraisals consider only the wife’s individual control over loan use as 
emancipating; the more positive studies value it as highly progressive for a patriarchal 
society if a wife and husband decide together. The main benefits women derive from 
participating in microcredit programmes are:  
• Greater involvement in income-earning activities  
• Increase in awareness about social, economic, and health related issues 
• Increase in the adoption of family planning methods  
•Increase in girls’ education and school-enrolment rates” (Develtere and 
Huybrechts, 2005, p. 23). 
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The assessment of the economic impact revealed that the Grameen Bank and BRAC 
definitively prosper in reducing their members’ susceptibility and, as a  consequence, 
succeed at preventing them from failing. There was, however, no consensus on whether 
the two institutions also reduce poverty. The criticism that the Grameen Bank and 
BRAC would not reach the bottom poor was refuted, and it is clear that the poorest 
make up the largest group among their members (Develtere and Huybrechts, 2005). 
 
Figure 2.9: Trends and patterns of poverty in rural Bangladesh 
 
Source: Institute of Microfinance (2015)  
Figure 2.9 demonstrates rural poverty in Bangladesh has been declining during 2000- 
2010.  However, no significant evidence was found with regards to microfinance being 
the only way of reducing poverty. 
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2.19 The issue of multiple borrowing 
 
Due to the many MFI providers in Bangladesh there is an increased danger of borrowers 
taking on multiple loans, over-extending themselves financially, and facing repayment 
problems. Access to manifold micro finance institutions and belligerent lending 
policies can lead to borrowers obtaining multiple loans concurrently from different 
MFIs. Many times, these loans are used for consumption spending or to pay back other 
loans. This can lead to an unproductive cycle of liability that makes it difficult for the 
borrower to avoid being overwhelmed (Rahman, 1999a). In Bangladesh, due to the 
huge number of microfinance institutions, they are inclined to compete with each other. 
And these types of unintended competitions lead to the creation of  imbalance in the 
community. These difficulties include: borrower over-indebtedness, reduction of loan 
repayment incentives, and increase in unpaid debts (Luoto, McIntosh, & Wydick, 
2007).  
 
Evidence shows that borrowers who take loans from multiple organisations have higher 
debt levels and are more likely to default on those loans (Vogelgensang, 2003; 
McIntosh and Wydick, 2005). In addition to the problem of multiple borrowing from 
MFIs, some borrowers choose to take loans from commercial banks and loan sharks at 
the same time as they are participating in microfinance programmes. Incontrollable 
debt piles force borrowers to make difficult financial choices. Microfinance programme 
participants can find themselves in a cycle of ‘‘microcredit dependency’’ that can lead 
to borrowers obtaining loans with extremely unfavourable terms. In some cases, peer 
pressure has required borrowers to take on expensive loans from informal 
moneylenders in order to repay their microfinance loans (Selinger, 2008). 
 
Tilakaratna & Hulme’s findings (2015)  show there has been a surge in multiple 
borrowing in the microfinance sector in Sri Lanka, while main microfinance 
institutions (MFIs) have experienced high levels of borrower turnover, worsening 
portfolio quality and weak financial performance. The lack of any formal mechanism 
to monitor multiple borrowing and share credit information among MFIs, and 
limitations in the current regulatory framework for MFIs, also raise concerns over the 
likelihood of a credit bubble in the microfinance sector, as happened in Andhra Pradesh 
in 2009 and, previously, in Nicaragua, Bosnia and Herzegovina and Morocco.  
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Commercial financial resources to microfinance have increased heavily, leading to 
further expansion in the microfinance industry. Alongside this growth of microfinance 
institutions (MFIs) in number and in size, several countries have recently experienced 
rising competition and increasing levels of multiple borrowing in their microfinance 
sectors (Chen, Rasmussen & Reil, 2010; Reed, 2011; Roodman, 2012). Recent 
evidence from countries such as India, Nicaragua, Bosnia and Herzegovina and 
Morocco shows that multiple borrowing in the microfinance sector led to increased 
debt levels among MFI clients, causing repayment crises in these countries (Chen et 
al., 2010; Microfinance focus, 2011 citied in Tilakaratna & Hulme (2015).  
 
In Andhra Pradesh (in India), rapid growth and multiple borrowing in the microfinance 
sector, along with aggressive lending and recovery practices by MFIs, are claimed to 
have caused over-indebtedness among borrowers, and have brought undesirable 
outcomes such as borrower harassment, humiliation and confiscation of assets by MFI 
officers and reports of borrower suicides. This has impacted negatively on India’s 
microfinance sector and the global microfinance industry more broadly (Consultative 
Group to Assist the Poor [CGAP], 2010; Hulme & Arun, 2011; Wright and Sharma, 
2010). The experience of Andhra Pradesh in particular may be leading to a partial 
reversal in the outlook for microfinance. Doubts about whether microfinance does 
benefit the poor (Bateman, 2010; Roodman, 2012) and concerns over multiple lending, 
multiple borrowing and client over-indebtedness have challenged the narrative that 
microcredit can reduce poverty. This has shifted the focus of policymakers and donors 
to a series of new concepts such as ‘responsible finance’, ‘client protection’ (Centre for 
Financial Inclusion, 2011 cited in Tilakaratna & Hulme, 2015) and ‘due diligence’ 
(Roodman, 2012). In this context, this article examines evidence from Sri Lanka and 
reveals increasingly high levels of multiple borrowing in the microfinance sector in 
recent years (Tilakaratna & Hulme, 2015). Tilakaratna (2013) finds that around 75 
percent of MFI borrowers access multiple financial institutions, with a significant share 
borrowing from a mix of commercial financial institutions (CFIs) such as banks and 
MFIs. The share of multiple borrowers in the microfinance sector has more than 
doubled between 2006–2007 and 2009–2010.  
 
A number of mitigating factors indicate that a systematic collapse in the microfinance 
sector in Sri Lanka is doubtful, at least in the near future. Despite an increase in multiple 
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borrowing and unresolved loan balances in recent years, the debt levels for the majority 
of MFI borrowers, including multiple borrowers, remain at manageable levels. 
However, the high and rising levels of multiple borrowing among microfinance 
institutions’ clients suggest the need for greater client protection, more effective 
monitoring and regulation, credit information sharing among micro finance institutions 
and consolidation of the performance of micro finance institutions (Tilakaratna & 
Hulme, 2015). 
 
A considerable part of the world’s poor has limited, if any, access to formal bases of 
credit. Instead, they depend on informal credit from expensive moneylenders or have 
to borrow from family and friends (Collins et al. 2009). Such credit restricting may 
oblige entrepreneurship and keep people trapped in poverty. Augsburg, Haas, Harmgart 
& Meghir (2012) tried to find out whether the availability of credit for the more 
disadvantaged can reduce poverty. They concentrated this question by analysing the 
results of an experiment where they randomly allocated loans (at the individual level) 
to a subset of applicants considered too risky and “unreliable” to be offered credit as 
regular borrowers of a well-established microfinance institution (MFI) in Bosnia and 
Herzegovina. Their study group was poorer and generally more disadvantaged than 
regular borrowers of the institution. They had all applied for a loan but were 
subsequently turned down, as the loan officers deemed them of lesser quality than 
regular clients.  
 
By analysing this interesting group, Augsburg, Haas, Harmgart & Meghir  wanted to 
find out whether alleviating credit constraints can be an effective anti-poverty tool. 
Furthermore, the fact that they are applicants implies that almost all individuals in the 
treatment comply (take-up the loan), which increases the power of the experiment. 
Many of their findings strengthen the evidence found in other contexts: the loans 
increased levels of business activity and self-employment, interest rate is 22% and the 
average maturity just over a year. This did not translate into increased household 
income in the 14 months of our observation period. They also found evidence that 
business profits increased. Those without savings were mainly the less-educated. These 
facts are consistent with investments being lumpy and with the loans being too small 
in themselves to start or expand a business. It seems that households, in anticipation of 
future returns, used their own resources to top up the loan to reach an amount of funds 
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that was sufficient to make an investment of a certain minimum size (Karlan, Osman, 
and Zinman, 2013). Their findings also show a decline in consumption and of savings 
(including household durables). Karlan et.al. (2013) interpret this as implying that 
households need to make lumpy investments and that they use their own funds to match 
those available from the loan to achieve their goal. Interestingly, the consumption of 
alcohol and tobacco also declines, as observed elsewhere in the literature, although they 
cannot rule out that part of the reduction in savings and consumption is driven by 
households that are still repaying their debt. They observe a substantial increase in the 
labour supply of 16-19 year olds who work more in the household business.  
 
Liquidity restraints may not be the only impediment to income growth. Training that 
allows better identification of business opportunities and possibly better management 
may also be crucial elements of a policy that encourages the poor into successful self-
employment (Bruhn, Karlan, and Schoar (2010)) cited in Augsburg, Haas, Harmgart & 
Meghir (2012). “This point is underscored by the fact that the microloan programme 
for this group was loss making and led to an implicit subsidy of $268 per household. 
This contrasts with the much better performance of loans extended to non-marginal 
clients of the same MFI over the same time period. Indeed, such an implicit subsidy 
may distort the selection into self-employment and away from other potentially more 
productive activities.” (Augsburg, Haas, Harmgart & Meghir, 2012, p.27). These kinds 
of subsidy may distort the selection into self-employment and may damage potential 
entrepreneurial activities. 
 
In conclusion, their experimental study came at a predominantly difficult time, namely 
at the height of the 2008-09 financial crisis, which intensely affected Bosnia and 
Herzegovina. After years of rapid credit expansion, various Bosnian MFIs experienced 
an increase in non- and late repayment (Maurer and Pytkowska, 2011 cited in 
Augsburg, Haas, Harmgart & Meghir, 2012). 
 
2.20 The dark side of microfinance 
 
Research on the role played by microfinance has highlighted its marginality, fragility, 
and lack of coherence or consistency. Microfinance institutions, similar to many other 
funding and service vehicles, have grown strongly over last 12 years.  
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2.20.1 Inflexible loan repayment rules and targeting mainly women related issues 
A major drawback of the micro-credit framework is its inflexible loan repayment rules 
(Ananth et al. 2007). Even though microfinance institutions are dealing with very poor 
entrepreneurs  in terms of the rigid system of loan repayments they are quite strict and 
unethical, due to lack of clear information , seasonal variations in terms of productively 
of crops, and  the fact that most of the users are not literate. 
 
 According to Gibbons and Meehan (2002) in 2000, more than 19 million of the 
world’s poorest households could access micro loans, and most to them are female. 
Women accounted for 70% of the world’s 1.3 billion absolute poor and women’s status, 
condition, education and medical care showed huge room for improvement (Burjorjee 
et al., 2002). In developing countries like Bangladesh, therefore, microfinance — 
particularly involving women — has risen swiftly. The World Bank report shows more 
than 100 million persons all over the world now have access to microcredit. Among the 
106.6 million who do, out of the poorest customers served at the end of 2007, 83.2% 
are women. This rate showed very strong growth from the early 2000s. The number of 
women customers rose from 10.3 million to 88.7 million (Gandja, Estay, Tchankam 
2016) 
 
2.20.2 Interest and transaction costs and small loan-related issues 
 
Any expanding organisation should take special care of its vision and without losing 
concept of their initial strategy, they need to balance benefits that can deviate seriously. 
Microfinance and or alternative finance institutions have two levers to build up their 
customer base: financial costs and transaction costs that are lower than their 
competitors’. When competing with individual lenders, the only tool available to 
alternative finance organisations is to charge lower interest. When competing with 
commercial banks, their competitive advantage resides in their ability to lower 
transaction costs. Their overall strategy involves playing on these two factors to ensure 
that the costs (either interest or transaction) of their loans are lower than their two types 
of rival. Without regulation, microfinance or alternative finance run a greater chance 
of failure, resulting in terrible financial and social concerns for their clientele (Gandja, 
Estay and Tchankam, 2016). 
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Two research studies conducted in Asia (IFAD, 1994; Sunimal,1995) showed that only 
3% of all loans of less than USD 100 created new companies or jobs. Loans of between 
USD 100 and USD 1,000 account for the creation of 7–12% of all micro-enterprises. 
Loans of more than USD 5,000 are what trigger a real growth process, based on 
investment in new production units, improved productivity, and the opening of new 
markets. Client unsustainable debt is perhaps the single most important reason behind 
the wave of hugely destructive repayment crises and microfinance in previously 
supposedly well-performing microfinance sectors, notably in Bolivia in 1999-2000, 
Nicaragua and Morocco starting in 2008 and, most recently and spectacularly, in 
Andhra Pradesh state in India in 2010 (Arunachalam, 2011).  
 
 
Table 2.1: MFI’s effective interest rates 
 
Source: Microfinance in India (2011) 
 
Table 2.1 above shows 31% to 58.63% high interest on loan amounts from 8,000 to 
14,000 rupees. It’s based on 50 weekly instalments. Arguably due to all other costs the 
interest rate is very high. It’s difficult to receive such kind of return on investment from 
any legal business. Therefore, it’s really difficult to pay off liabilities.  
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The effect of giving credit to women has been a provocative issue. At one end of the 
spectrum, some contend that microcredit has positive impacts on gender equality, 
women’s empowerment and the wellbeing of households. On the other end of the 
spectrum, microfinance is thought to bring negative impacts for women (Hulme, 2000 
cited in Al-Amin and Chowdhury, 2008). Regarding the positive impacts of 
microfinance on women, microfinance is claimed to help to reduce poverty by rising 
consumption among microcredit programme participants and their families, improving 
children’s schooling and nutrition, and increasing income and self-employment 
(Khandker, 1998, Pitt at al., 2006). However, according to Goetz and Gupta (1996) 
they have proved that most of women’s loans are directly controlled by males while 
female borrowers are still responsible for the repayment. In most instances, because of 
pressure for enforcement of loan contracts, women have to reduce necessary household 
basic needs, and use savings to repay the loans in case men invest badly or are not 
willing to give money for repayments. Therefore, women’s lost control over credit has 
reinforced gender norms and worsened the welfare of women and households (Al-
Amin and Chowdhury, 2008). 
 
 Some studies suggest that women are approached by MFIs to reduce transaction costs. 
Women are more susceptible and always try their best to look after their children, thus 
increasing the burden for women, deepening frustration and tension among household 
members and in women’s groups (Rahman, 1999a; Kabeer, 2001 cited in Al-Amin and 
Chowdhury, 2008). There is very little indication of radical change in the gender 
division of labour resulting from women’s access to loans, as women are still doing 
conventional home-based jobs like poultry raising, tailoring etc. (Kabeer, 2001). 
Clearly the traditional jobs require rigorous labour and bring low returns, increasing 
the burden on women who already carry out substantial roles. Apart from the positive 
and negative impacts as argued above, there are obviously other aspects of negative 
and positive effects generated by microcredit interventions in the literature (Al-Amin 
and Chowdhury, 2008). The aim of studying the negative side of microfinance is to 
consider the undesirable side as lessons learnt. It is important to research whether credit 
alone is adequate to empower women and to contest existing gender norms. Al-Amin 
and Chowdhury critically argued on women’s control over credit and savings. Findings 
of an adequate number of studies show that giving credit to women can improve 
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economic independence, bringing about wider impacts at community level, which can 
change the gender norms and women’s status in the family and society. Women can 
use profits from loan investment or the loan itself to increasing bargaining power in the 
household, increasing women’s voice in the decision-making processes of the 
households and the community. Al-Amin and Chowdhury also discussed and analysed 
the practical constraints that limit or block the women’s control over credit and savings. 
 
 Goetz and Gupta (1996) carried out a survey with a range of questions asking about 
women’s control over productive process, and they use an index of loan control for 
interpretation, from full control over the entire productive process to no control, and 
involvement in these processes. According to Goetz and Gupta the majority of women 
have little or no control over loans, according to the criteria, as most of the loans are 
invested in male activities. Therefore, male control over the loans is in reality very 
likely to happen, given women’s constraints of right to control and social and gender 
norms over the productive process in most  developing countries.  
 
Various research suggests that several strategies in the area of MFI industry all have 
some sort of consequences on women .Repayments are not controlled by women 
themselves. Good relationships between husband and wife may improve loan 
repayments. However, the development objectives to give credit to women may 
damage this good relationship. If men invest badly and cannot provide adequate 
instalments, women might pay themselves with a reduction in savings, also a reduction 
in expenditure on household consumption. In numerous cases men are not willing to 
make repayments for the loans contracted by women, and strains and ferocity within 
the families may be increased.  (Al-Amin and Chowdhury, 2008). 
 
 From a community and cultural perspective, it is  shameful for women to register 
ownership over “male” assets such as tractors, rickshaws and irrigation pumps. Men 
are typically seen as breadwinners of the family and are responsible for the whole 
household’s welfare (Kabeer, 2001). Given inescapable gender dissimilarities in many 
developing countries, women’s ownership of productive assets is hardly recognised at 
cultural and legal dimensions. Bangladeshi legal systems do not support women in 
terms of ownership and property right and women’s names do not appear in the 
ownership titles of useful assets. Even when women are granted the ownership right, 
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informal social institutions still do not accept this. Consequently, with such great 
complications, there is no inducement for women to invest in useful assets when they 
cannot hold control over them (Al-Amin and Chowdhury, 2008). Furthermore, 
according to Holvoet (2006), the majority of husbands alone make decisions about 
where to pool resources and who manages the cash. Other studies show that when the 
size of the loan is increasing, loss of direct control appears to correlate with the 
increase, because most of women’s investments like livestock rearing or paddy husking 
are too small to absorb larger cash inputs (Goetz & Gupta, 1996, Kabeer, 2001, Al-
Amin and Chowdhury, 2008). Therefore, women’s loans are easily twisted into 
household assets and incomes without having women’s ownership of household family 
possessions. The likelihood is that women transfer credit to their husbands just to keep 
stability of families and act as  important survival strategies (Sengupta & Aubuchon, 
2008, Goetz & Gupta, 1996 cited in Al-Amin and Chowdhury, 2008).  
 
In the male-controlled societies, these actions seem reasonable because family conflicts 
and tensions are viewed as humiliation by other relatives and the  community. Women’s 
loss of control over the loan can increase their vulnerability and be a further burden for 
women themselves. Moreover, the loss of control may occur for women living in rural 
areas where their mobility and occupational choice is limited within the house and 
village. Pressure of repayment and fear of social sanction by other members in the 
lending group  are also factors that contribute to lessen their courage and 
entrepreneurship to take the loan and to start in business themselves. Failure to repay 
is considered a serious shame for women and expulsion from the village is imminent 
(Harper, 2007 cited in Al-Amin and Chowdhury, 2008). Hence, access to credit in this 
sense is not likely to empower women. The loans can increase the income and 
consumption for the family, but it is deepening the resource division between men and 
women in the family (Garikipati, 2008). Due to gender norms and imbalanced intra-
household relations, women’s involvement in the households is seen as secondary or a 
very small portion in addition to the source of income from the spouse. In many cases, 
when evaluating the women’s control over loan, observation and analysis should be 
done beyond the surface of microcredit borrowed by women. For instance, women may 
have control and use over the loan, but nonetheless ultimately when they earn profit, 
they hand it over to their husband for use and control (Al-Amin and Chowdhury, 2008). 
The poor are fully knowledgeable representatives, but their group is constrained by a 
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lack of resources, opportunities and strategic linking capacity which is likely to be 
guided by some types of cognitive or cultural models (Bastiaensen, 2009). Given social 
and cultural restrictions faced by women, it seems problematic for women to get out of 
poverty.  
 
It is believed that credit programmes for women generate positive change in household 
decision making, greater bargaining power within the household, entry to financial and 
economic assets and independence of mobility and social networks (Swain & 
Wallentin, 2008). Another possibility which can worsen women’s poverty status 
originates from microcredit itself. Field representatives of microfinance institutions, 
forced to disburse and recover large volumes of credit, may encourage women to take 
larger loans without further providing non-financial technical services to improve their 
business, productivity and market for their products. Doing so may have negative 
consequences on women clients and make them more indebted because larger loans 
may be misused for consumption needs or misused by men, which give little chance to 
invest in business or productive activities to generate  profits for repayment (Goetz and 
Gupta, 1996 cited in Al-Amin and Chowdhury, 2008). Some countries in South Asia 
alike India, Nepal and Bangladesh have seen dowries and weddings as status-defining 
moments. Therefore, it is very likely for women and their families to spend loans on 
these costly events (Shakya & Rankin, 2008). 
 
Microfinance institutions’ strategy to gain financial independence and profit 
maximisation is that they prefer to serve the marginally poor and reduce their 
agricultural portfolio (Bastiaensen & Marchetti, 2007; Sengupta & Aubuchon, 2008), 
as serving the poorest of the poor is more costly than reaching other segments of the 
market. Therefore, it is hard to achieve the leverage between financial sustainability 
and outreach (Conning, 1999). And hence most MFIs still require the help of donor and 
subsidies for their operations (Sengupta & Aubuchon, 2008). Nevertheless, the MFIs 
often charge high interest rates. For example, Banco Sol of Bolivia charges high interest 
rates, from 12 into 24 percent, to be financially dependent and gain a profit. The 
Grameen Bank in Bangladesh charges an annual interest rate of 20%, which is 8% 
higher than the commercial bank (Rahman, 1999a cited in Al-Amin and Chowdhury, 
2008). Clients of “Banco Compartamos” micro finance institution in Mexico, have to 
pay 94 percent per year on loans (Cull at al., 2009).  
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The rich can borrow  loans with lower interest rates than the poor. As a result, with the 
responsibility as loan takers for paying the instalments with high interest rates, it is 
unavoidable for women to work harder and face more pressure, or. they have to bear 
heavy consequences (Kabeer, 2001). According to Al-Amin and Chowdhury (2008), 
by giving little amounts of credit to women, policy makers expect that women may 
climb up the financial ladder and step out of poverty, breaking the vicious circle of 
poverty. This expectation seems to be far from the truth. A woman’s social and cultural 
constraints and other specific hindrances like access to the market, specific types of 
investment with low returns, and short-term loans prevent her from expanding the 
business. Therefore, in this case additional finance does not allow her to make an 
additional flow of net income, and microfinance’s contribution is just to make poverty 
of a more bearable type (Bastiaensen, 2009).  
 
According to microfinance institutions and in the view of policy makers of Bangladesh, 
the poor can be entrepreneurs who are able to run a business and soon get out of 
poverty. Nevertheless, naming the poor as entrepreneurs under microcredit 
programmes has received cynicism. The self-employed make up about a third of the 
labour force in low-income countries and these ‘own account’ workers work alone, 
hiring no paid employees. The World Bank finds out that approximately two-thirds of 
the ‘own account’ workers should be classified as wage workers rather than 
microenterprise entrepreneurs, based on their ability, motivation and competitive 
attitude (De Mel et al., 2008).  
 
2.21 Modern Bangladesh 
 
“Bangladesh and its economic and social conditions have been improving. While 
income levels remain low, there has been steady growth of 5 to 6 percent for the past 
decade that raised incomes to $1,700 (per capita gross domestic product [GDP] on 
purchasing power parity [PPP] basis)” (Chen and Rutherford 2013, p.3). The 
expenditure on mainly goods is increasing relative to their income level. The history of 
economic development of Bangladesh will be reviewed more in the next chapter.   
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“Loan and savings payments are still collected at a set time in each village but 
increasingly groups do not meet as a body. Some members send their repayments 
through a neighbour or simply wait for the loan officer to appear at their doorstep. 
Savings, which were once fixed in value and compulsory, have become largely 
voluntary and more flexible” (Chen and Rutherford 2013, p.3). Although in the past the 
group lending technique was encouraged and showed as a positive attribute to micro 
finance.   These changes reflect some of the micro-credit clients got more experience 
in terms of how to seek loans from different micro finance institutions. Consequently, 
group cohesion and extension to knowledge-related activities doesn’t take place as 
much as before (Chen and Rutherford 2013). 
 
2.22 Aggressive microfinance institutions in Bangladesh 
 
As F. H. Abed, the founder of BRAC, says, “Small may be beautiful, but large is 
necessary.” This statement says a lot about the approach and attitude towards the micro 
finance industry in Bangladesh. Another powerful micro finance institution, BURO, 
was only a regional player but now  because of aggression managing  competes with 
the large players. ASA was founded by Shafiqual Haque Choudhury and a small band 
of colleagues as a non-government organisation (NGO) in 1978, promoting the social 
and political empowerment of the poor. In 1991, ASA was the most effective way to 
help millions of poor people; it grew fast. By 2002 ASA was snapping at the heels of 
BRAC and Grameen, and during  2002–2007, in terms of number of branches and 
clients, ASA was growing very fast. 
 
 As Mosharrof Hossain, director of finance at BURO Bangladesh, explained: “We 
continued to expand our operations rapidly from 2005 through 2010 to achieve our 
goal to be a nationwide microfinance organisation. We knew that overlapping (multiple 
borrowing) was increasing but we felt that despite this that we were experienced and 
could handle things” (Chen and Rutherford 2013, p.8).  MFI management did 
recognise the possible consequences; however, MFIs didn’t stop  competing against 
each other even though competition was fierce in some cases. 
 
Although big microfinance institutions behave like oligopoly market structures  the 
slow-down was not coordinated among the big players, nor did they act at exactly the 
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same time. One MFI was growing fast where another was slowing down its expansion. 
“For example, in mid-2007, just as ASA started to back-pedal, BRAC began the biggest 
branch expansion in its history. But by mid-2008 these late shakes of growth had ended, 
and aggregate branch and staff numbers stopped growing. Only BURO, which had 
taken on large bank debt and needed to deploy it quickly, bucked the trend, and did not 
slow growth until 2010” (Chen and Rutherford 2013, p.9). 
 
MFI must understand in order to provide good financial customer service, they need to 
be customer focused, MFI’s must identify customer needs properly. Becoming a 
customer-centric institution is not easy and is often a journey that involves completely 
shifting how a financial service provider operates. However, specialists of business 
success across industries approve that customer-centric providers tend to do well in the 
long run, as they are better at absorbent customer trustworthiness and recognising and 
meeting changing requirements (CGAP, 2016). 
 
Since 2001 small-scale entrepreneurs have borrowed from more than one micro finance 
institutions; some estimates indicating that just over 30 percent of borrowers had loans 
from more than one MFI (Khalily and Faruqee, 2011).  
 
Although this kind of multiple borrowing could be dangerous for the economic 
situation of Bangladesh, some in the industry indicated that multiple borrowing has its 
merits, arguing that it allows borrowers to better manage  cash flows and it reduces 
repayment risks and / or liquidity crises among the micro financier institutions.   
 
In developing nations like Bangladesh, successful people used the money they made 
from farming to diversify into small-scale industry. Such economic transformation 
could mainly happen through hard work. In most other parts of developing Bangladesh, 
rural relocation has not resulted  in a smooth transition to the formal urban economy, 
built in a highly precarious existence on the economic margins, and a reliance on the 
informal economy, much of which remains connected to family businesses in the 
countryside. Unfortunately, in many cases wrong use of capitalism and or capitalism 
itself ruined rural productivity. According to Marx, Engels, and Lenin, inherent 
structural conflicts within society generate constant change through political and 
economic crises (Burrell and Morgan, 1979).  
85 of 290 
 
 
Microfinance responds to the consequential demand for borrowing to take care of self-
employment and small business. Thus, dissimilar to other handover arrangements, it 
requires both entrepreneurial skill and a favourable local market. Without them, the 
returns to investment financed by microfinance are likely to be insignificant, and so, 
too, are any reductions to overall poverty. Even if the induced marginal gains from 
micro-borrowing are large for participants, the effects of the accrued total benefits on 
aggregate poverty are likely to be small for several reasons. For one, microfinance 
transactions are too small to exert a large impact on collective poverty. For another, in 
an economy with low economic growth, borrowing may only lead to reallocation of 
income rather than an improvement of growth (Khandker, 2005).  
 
2.23 Ethics, CSR and size of the microfinance institutions 
 
This study highlighted a few aspects for consideration here: Micro finance and its 
concerns about the impact of excessive interest rates, abusive lending practices, and 
over-indebtedness among poor borrowers. This social agreement suggests some form 
of selfish behaviour (Crowther & Caliyurt 2004b) whereas self-interest means 
selfishness. Self-interest is central to the utilitarian perspective championed by such 
people as Bentham, Locke and J. S. Mill. The latter, for example, advocated as morally 
right the pursuit of the greatest happiness for the greatest number. Similarly, Adam 
Smith’s free-market economics is predicated on competing self-interest. These 
influential ideas put the interest of the individual above the interest of the collective. 
Although micro finance is supposed to be a collective effort,  an individual concern to 
become a successful entrepreneur and pay off the high interest rate is certainly a 
concerning factor for both nations and Bengali entrepreneurs. The central principle of 
social responsibility, however, is the social contract between all the stakeholders to 
society, which is an essential requirement of civil society. This can also be  described 
as citizenship but for either term it is important to remember that the social 
responsibility needs to extend beyond present members of society. Social responsibility 
also requires a responsibility towards the future and towards future members of society. 
Incorporated within this is, of course, a duty towards the situation because of 
implications for other members of society both now and in the future (Crowther & 
Caliyurt, 2004b).  
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A substantial amount of literature had been focused on studying and relating CSR to 
mainly multi-national organisations rather than small and medium sized enterprises (for 
example see Murillo and Lozano, 2006; Spence, 1999; Jenkins, 2004; 2006). Thus, 
microfinance related organisations grew fast, mainly in developing countries. This had 
been attributed to the overlapping domains between business ethics and CSR, in 
relation to the rationale that the large enterprise usually employs as a reason for 
undertaking CSR strategies, or initiatives or practices as cited by authors (Carroll and 
Buchholtz, 2008; Epstein, 1987; Schwartz and Carroll, 2003 and Vogel, 1992). Usually 
large enterprise and MNCs earn more attention in CSR studies due to their large scale 
of operations. Developing countries like Bangladesh’s stock market operations show 
huge room for improvement. Therefore, MFI’s in Bangladeshi and other developing 
countries’ stock market operations are  very limited.  
 
Large organisations and MNCs seem to possess more public exposure, and thus are 
more visible in the public eye (Jenkins, 2004). Through small and medium size 
organisations CSR and ethics-related issues have largely been  overlooked by society 
for a long period of time. However, it is noteworthy to re-address SMEs as they 
represent the backbone of economies, the suppliers for large enterprises, along with 
being recipients of donation funds and aid (Jamali and Tarazi, 2012; Jamali et al., 
2009). SMEs represent the majority of economic organisations; the impact of their 
increasing activities in CSR has a notable impact on the society. In addition, 
introducing modifications to the behaviours of SMEs could be much easier than 
altering any of the MNCs or large enterprises’ behavioural patterns (Mandl, 2005). The 
standing of SMEs as an integral and active participant in economic activity, endorsing 
capacity building and development, had been long accounted for throughout literature, 
for their economic value, influence, refinement of entrepreneurship and innovation. 
Jenkins (2006)  identified that the prejudice would be that literature’s progression might 
have stressed  engaging large enterprise and MNCs in CSR, and simply to scale the 
research down to ‘‘fit’’ SMEs. As such, including the small and medium sized variance 
in the impending CSR study (Jamali and Mirshak, 2007).  According to the microcredit 
regulatory authority (2016), from September 2007 to August 2015, 679 MFI’s have 
been registered as legal supplier of micro credit and most of these institutions are small 
and medium in size. 
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Painter-Morland (2006) emphasised that the main obstacle a business organisation 
suffers from is the lack of faith in the importance of ethics and its intertwined embedded 
nature in any business decision. If such nature is reckoned by businesses, ethics would 
be highly valued and integrated within decision making, which would be positively 
reflected on businesses. Further, due to the rapid pace of change, all three parameters 
considered in ethical businesses or ethical decision making (i.e. MFI’s decision makers, 
varying stakeholders as well as ethical/moral issues and values) do change across time. 
MFIs needs to pay attention to three main indicators i.e. stakeholder engagement, 
organisational integrity and stakeholder activism; addressing the earlier mentioned 
three parameters of ethical decision making were highlighted as ethical manifestations 
of CSR.  
 
Solomon (1997, as cited in Joyner and Payne, 2002) had identified several justifications 
for the correlation of ethics  with CSR. First, the noticeable success of organisations 
had led to greater expectations imposed on them from the societies they operate within. 
As well, the ‘noblesse oblige’, or in other words the advantaged groups or classes 
resulting from such successful organisational performance have expectations imposed 
upon them from their societies. Finally, as business organisations had turned into huge 
pillars of societies and main contributors towards societal development, more 
responsibilities are therefore placed on organisations that had been earlier expected 
from others like governments (i.e. quality of education, research, etc.). Eventually, 
financial performance seems sometimes to be explicitly related to ethical compliance 
of organisations and their undertaking CSR initiative (i.e. winning contracts, help from 
professionals, etc.) More information on ethics and CSR associated with the 
microfinance industry is based in Appendix 6. 
 
According to Joyner and Payne, organisational ethical responsibility is a basic 
component in CSR, which is directly influenced by societal values, which should be 
MFI’s main target. Again, ethical or lack of ethical practices by organisations may 
inevitably affects the society it operates within and the values held by its members or 
stakeholders in total. Lack of ethical practices seems to play some role in the micro 
finance industry. Thus, all these three terms are highly related, overlapping and highly 
affect and influence each other, “wherein culture influences values, which influence 
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beliefs, which influence attitudes, which influence behaviours, which shapes culture, 





In this chapter, the mismatch between credit repayments and income seasonality posing 
a challenge for microfinance institutions (MFIs) working in developing countries has 
been considered. The existing literature has been explored, rhetoric and realities of 
microfinance related business also highlight the gap in the literature specific to the 
Mymensingh area. The first part of the literature review evaluated the microfinance 
industry in the developing world and mainly in Bangladesh, then the paper considered 
influential factors which contributed to the growth of the  microfinance industry (MFI). 
Afterward, the chapter discussed the microfinance industry and its development needs, 
mainly in Bangladesh. Bateman and Chang (2009) claim that microfinance is not 
always useful and poorly established. 
 
 
Microfinance plays an important role in bringing the people living below the poverty 
line into the main stream of the economy, and thereby participating in the process of 
nation-building (Amarnani and Amarnani, 2015, also Amarnani, Amarnani & 
Achuthan, 2010). With this perspective, significant funding is being channelled to the 
sector through both the private and public routes. Therefore, there is a grave need to 
ascertain whether these microfinance programmes are actually fulfilling their specified 
goals. 
 
 Furthermore, the chapter argued about modern Bangladesh, women’s empowerment, 
and aggressive activities of microfinance institutions of Bangladesh; also, the positive 
impacts of a multifaceted approach for the extreme poor in terms of increasing income, 
cost-effective solutions and well-being. Thus, dialectic of MFI’s performance has been 
created in terms of these factors of performance and it now becomes necessary to 
explore that dialectic in greater detail. This will be the subject of  exploration in this 
thesis. On considering research question one, a theoretical contribution is the review of 
microfinance in the Bangladeshi female  entrepreneurship framework that had 
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addressed the predominant gap in the literature. As, for example, in previous research 
Banerjee et al (2015) do not comment on the degree to which microfinance is 
significant for female entrepreneurship, especially in the Mymensingh district of 
Bangladesh.  





3.1 Summary  
 
This chapter presents an overview of the contextual factors of the Bangladeshi 
microfinance business. The latter part of this chapter discusses the history of 
Bangladeshi people in east London, UK. These are also considered in terms of the 
various perspectives on the development of the microfinance industry in both countries 
and the  structure of the financial market and culture, as well as their relationship with 
sustainable development. This chapter explains the development of such microfinance 
institutions in Bangladesh from the 1970’s onwards as well as considering the main 
features of such institutions in terms of entrepreneurship. Social and economic issues 
are presented and consideration is given to who benefits the most. It is argued in this 
chapter that only a few main players dominate the Bangladeshi microfinance industry; 
these create different dimensions of performance and thereby serve the conflicting 




Many contextual factors affect how microfinance entrepreneurs seek finance in the UK 
and Bangladesh. The entrepreneurial skills of the owner have a significant impact here. 
A point to note is the level of confidence possessed by micro business entrepreneurs. 
Most of the micro business entrepreneurs in Bangladesh do not even have experience 
of working for and with others. Micro finance-based culture seems not to involve much 
in terms of education and improving entrepreneurial skills, both in Bangladesh and the 
UK-based Bangladeshi community. This chapter also considers several micro finance 
institution developments and operational aspects in west Europe, predominantly in UK-
based microfinance firms. State fragility research indicates the experience of poverty 
is not the same across all countries. Also, the discussion is about antipoverty strategies 
and the fact that programmes that may work in one country do not necessarily work 
with the same effectiveness in more delicate state settings. Three dimensions of 
vulnerability are also considered with relation to the effectiveness of the micro finance 
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industry, such as economic vulnerabilities, social vulnerabilities and environmental 
vulnerabilities. 
 
3.3 The 1970s 
 
Government surveys found over 80 percent of the population in Bangladesh living in 
poverty in 1973–1974 (Bangladesh Bureau of Statistics 1992). Experimentation in 
providing credit to households considered “unbailable” by the formal financial central 
bank, called the “Bangladesh Bank”, originated a few years after Bangladesh’s war for 
independence in 1971. The independence movement gave rise to a new generation of 
undeveloped campaigners who were keen on contributing to the reconstruction of this 
post-war devastated country. The new administration and  countless  aid agencies that 
arrived on  site were powerless to cope with the scale of poverty, and non-governmental 
organisations (NGO) emerged to meet the challenges. The early years of the NGO 
involvement in Bangladesh focused on relief aid and rehabilitation with an emphasis 
on community development. By the mid-1970s, two of the NGOs that would 
subsequently expand in scale, BRAC and Proshika, found that “elite capture” was a 
serious impediment to their development objectives. As a result, a separate focus on 
the poor through a “target group” approach was adopted. Moreover, an ideological 
debate within both these organisations began to brew, between those who favoured 
economic tools (credit, savings, etc.) to support poverty reduction and those who 
believed that social mobilisation against existing injustices would serve, and financial 
services were unnecessary.  
 
Around the same time, a team of researchers at Chittagong University, led by Professor 
Yunus, began an action research programme that provided loans to poor households in 
a few villages. Borrowers were mobilised in “peer groups” composed of four to five 
individuals who were jointly responsible for each other’s repayments. Several of these 
small “peer monitoring groups” would be organised together into a larger unit which 
would meet weekly with the primary purpose of repaying loan instalments. The process 
of trial and error initially combined males and females in the same credit group, but 
then changed to separate gender groups. It also included “occupational groups,” but 
this was dropped in favour of village-based groups. The demand for loans grew rapidly 
and after several attempts Professor Yunus managed to get the approval and support of 
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the Bangladesh Bank (central bank) and other commercial banks to provide the 
Grameen Project. In the 1970s and 1980s, with a fundamental move away from the 
Keynesian model, markets came to be seen as the most efficient means of organising 
modern societies. In this view, government intervention is thought to do more harm 
than good for the market and entrepreneurial activities. Such change is supported by a 
great deal of empirical evidence (Boyer and Drache, 1996).  
 
3.4 The 1980s 
 
After several attempts by NGOs in the early 80s in Bangladesh, one important model 
tested was the effectiveness of providing loans for group projects compared to offering 
loans to individuals with peer monitoring. Due to lack of infrastructure and quality 
monitoring, progress was quite slow. Hence, by the late 1980s, the major model became 
providing individual loans to a target group of poor households, with peer monitoring. 
 
According to Zaman (2004) The Association for Social Advancement (ASA) is a 
classic example of this shift. Its initial emphasis was on forming “people’s 
organisations,” mobilised for social action against domination. It changed to target 
groups and then to provision of financial services in the late 1980s. ASA maintains low 
administration and  paperwork, has decentralised most decision making to the field, 
and overall has a very lean operation (Choudhury, 2003). 
 
The 1980s and early 1990s were an important period as large MFI’s learned a little 
more about how to manage credit operations. Non-micro finance activities were 
growing very fast. As for example the case of BRAC, its first major experience with a 
nation-wide programme came when it implemented an oral rehydration programme to 
combat diarrheal disease. Thirteen million women were trained to use a simple but 
effective rehydration solution, and BRAC staff were paid based on how many of their 
trainees used and retained this knowledge (Chowdhury and Cash, 1996). 
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3.5 Early to mid-1990s 
 
The early 1990s was the period of rapid expansion of the Grameen-style micro-credit 
approach (Ahmed, 2003). Largely “franchising”, whereby new branches replicated the 
procedures and norms that succeeded in existing branches, powered the growth. It was 
clearly assisted by the extraordinary population density and relative ethnic, social, and 
cultural similarity in Bangladesh. The southeast and pockets of the northeast still have 
room for expansion of coverage but there is greater coverage of poor households in the 
central and western districts (PKSF, 2003). 
 
3.6 Mid-1990s onwards 
 
Response from the field, academic research, and international experience contributed 
to an increasing importance in providing diversified monetary services for dissimilar 
groups of families from the mid-1990s onwards. 
 
However, it became clear that the standard Grameen model of providing microcredit 
with fixed repayment schedules, and standard floors and ceilings on loan sizes, was not 
sufficient to meet the needs of the extreme poor or the vulnerable non-poor. The 
Grameen model wasn’t a low-cost loan. 
 
Moreover, existing microcredit debtors also required complementary financial and 
non-financial services. The standard practice for MFIs until the late 1990s was to 
collect required weekly savings from their clients, holding the money as a de facto lump 
sum “pension,” which was returned when a client left the organisation. Access to these 
deposits was otherwise limited, which curtailed a potentially important source for 
smoothing consumption. Recognising these limitations, an increasing number of MFIs 
in Bangladesh have offered savings accounts and life insurance products. Non-credit 
services can also take the form of input supply, skills training, and marketing support 
for micro entrepreneurs (Jain and Moore, 2003). 
 
The microfinance industry has made progress providing greater access to formal 
financial products, but micro entrepreneurs have no tools for cash flow management, 
inventory management, and credit management. Classroom-based financial education 
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courses have traditionally been used as a way to fill the skills gap but have been recently 
shown to have little impact on key business outcomes such as sales and profits 
(McKenzie and Woodruff, 2014). 
 
 However, a complementary package to microcredit can also take the form of providing 
education for the children of micro entrepreneurs. Grameen bank, for instance, has a 
scholarship programme for secondary education for girls, and a student loan 
programme for tertiary education. Similarly, some MFI have community health 
programmes, legal literacy training, and information on how to access local resources. 
Moreover, evaluation studies pointed out that extremely poor households were 
struggling to benefit from the standard microcredit model, even if they joined the 
programmes.  
 
There were a number of factors that kept the extreme poor from borrowing or from 
benefiting from loans if they obtained them. Minimum loan floors for a first loan 
sometimes exceeded what clients perceived they needed. Fixed weekly loan 
repayments could be difficult to commit to in the light of seasonal income, as for 
example seasonal crops. Other members of peer-monitored groups sometimes might 
not wish to guarantee loans for extremely poor households. Residing in remote or 
depressed areas can also complicate access. Programmes have been developed to make 
these constraints more manageable. ASA’s Flexible Loan Programme introduced more 
flexible repayment schedules. Minimum loan floors for first loans were lowered so that 
amounts as small as 500 taka (US $9) could be borrowed. Grameen’s programme offers 
zero interest loans to beggars. The Resource Integration Centre’s programme 
specialises in offering loans specifically to the elderly poor, a vulnerable group not 
previously served. ASA has targeted remote areas, offering services through its cost-
effective mini-branch system, and Integrated Development Foundations work in the 
Chittagong Hill Tracts (Zaman, 2004). 
 
Figure 3.1 below clearly shows that access to finance for enterprise and political 
instability in Bangladesh are the main issues, according to a World Bank Survey of 
1,442 enterprises in Bangladesh in 2013. This again enabled the microfinance industry 
to grow further, as  it targets mainly poor and vulnerable women in order to get high 
return on investment.. 
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Figure 3.1: Challenges facing enterprises in Bangladesh (% of 
respondents) 
 
Source: World Bank Group (2013) 
 
 
Table 3.1: Constraints to investor and enterprise support in Bangladesh 
 




Source: Dallberg (2015) 
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Table 3.1 above indicates the major problems of Bangladeshi enterprises. Data reflects 
entrepreneurs have huge variations of knowledge and skill deficiencies, also not 
enough access to information and networks. There is some need for training and 
networking to build capacity for fund management. Bangladesh is facing huge 
problems, both in terms of operation and strategic level, in large, medium and small 
enterprises. Therefore, this table reflects the reason for more emphasis on development 
of microfinance activities in Bangladesh, both in terms of demand and supply side. 
 
 
Table 3.2: Roles, mandate, and perceptions of the three key regulators in 
Bangladesh 
 




Source: Dallberg (2015)  
 
Table 3.2 above shows three regulators. Bangladesh Bank is the main one directly 
involved with the microfinance industry. Although Bangladesh Bank rejected the 
proposal of the Grameen Bank in the early 1970’s,  later on Muhammad Yunus 
managed to get permission from Bangladesh Central Bank to launch his venture. After 
suffering from numerous irregularities, the Microcredit Regulatory Authority (MRA) 
was  established by the Government of the People’s Republic of Bangladesh under the 
"Microcredit Regulatory Authority Act 2006”. Microcredit Regulatory Authority is the 
central body to monitor and supervise microfinance operations of NGOs-MFIs. In 
theory the MRA is supposed to monitor the MFI’s operations and promote micro 
finance in a sustainable way (Microcredit Regulatory Authority, 2006). 
 
Table 3.3 shows the true picture of Bangladesh in terms of its debt situation. Despite 
the hype of the finance sector, every year the amount of debt is increasing. In  2000 
long-term external debt was only $14,985 millions, and in the year 2013 debt has 
increased to $24,850 millions. If the finance industry is doing any good, then why are 
more people  in debt? 
99 of 290 
 
Table 3.3: Summary of debt 
 
Source: The World Bank (2015) 
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Figure 3.2: The inflation rate in Bangladesh 
Source: Trading Economics (2016) 
 
In Figure 3.2, data suggests fluctuation of the inflation rate in Bangladesh as high as 
12.7 to as low as -.02. In reality, primary data suggests the inflation rate is significantly 
higher. In Bangladesh, due to fluctuation of the inflation rate, the cost of living is rising 
regularly, mainly in big cities. On average people need to earn much more in order to 
have some sort of standard of living. In the past, only men used to look for a different 
source of income in Bangladesh. Due to the increasing living costs and the introduction 
of microfinance,  the women have been encouraged to seek income to contribute to 
meeting their household needs. In developing countries like Bangladesh, where the 
majority of the population is on a low- income, people have difficulty   in meeting the 
basic needs of life. The basic necessities of life include the need for food, shelter and 
clothing (Trading Economics, 2016). 
 
According to Firdausy and Mulya (1999) the factors that influence the number of 
women entrepreneurs are as follows: economic factors (financial), social background 
factors and cultural factors.  Factors that influence indirectly the number of women 
entrepreneurs are:  government policy, social, environmental stability factor, and the 
national economic conditions in the country.  Components of these two factors interact 
with each other in influencing a woman’s desire to become entrepreneurs and to persist 
as an entrepreneur. However, according to Creevey (1996), the most dominant of these 
factors is the factor of social and cultural background, which include; religion, formal 
education and skill level, age, ethnicity and habits, marital status, and geographic 
location of the area. 
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Religion plays a very important role in Bangladesh and also the Bangladeshi 
community in London. An important point to note from empirical research is that no 
Bangladeshi women small-scale entrepreneurs were found in the East London area. 
However, 98.7% women are involved in micro credit-based small-scale business even 
though they come from the same social and cultural backgrounds i.e. formal education, 
skill level, age, ethnicity, marital status. Only geographical location and economic 
factors are different. 
 
Due to basic needs and poverty in Bangladesh, access to banks or financial institutions 
is very important in supporting the development of women entrepreneurs. Following 
Table 3.4, the Gender Equality Index (GEI) is used to measure gender equality of 
women with men through three aspects that are education, economic participation and 
empowerment. Using the index scale between 0-100, the lower the index reflects the 
difference or inequality of women to men, and  when the index reaches 100 then there 
is no difference between women and men in education, economic participation and 
empowerment. GEI in the majority of Asian countries has increased; in 10 countries 
out of 16 countries in Asia, 72% had a GEI higher than the previous year. The GEI 
index is another indication that the rate of women’s participation in entrepreneurial 
activities in Bangladesh has made some improvements in general, but in terms of 
microfinance-based, it shows a significant improvement. 
 
Table 3.4: Gender equality index for economic participation 
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Source: Social Watch (2012) 
 
Figure 3.3 shows a significant improvement with regards to youth literacy rate. The 
literacy rate had improved to 62 per cent for both males and females in 2015 compared 
to 1991 when it was only 41 per cent. It’s vital for micro finance users to have some 
sort of literacy as they need to know how much loan they are borrowing and paying 
back. In the past, most of the borrowers didn’t know what was written in the book 
where field representatives asked borrowers to give a finger print as signature.    
 
Figure 3.3: Adult literacy rate in Bangladesh 
 
Source: Country Economy (2015) 
 
Figure 3.3 more importantly illustrates the huge improvement of the literacy rate, 
mainly female, which was  21 per cent in 1991. This change will definitely help users 
of microfinance to track and  pay attention to their repayment amounts. Poor literacy 
rate could lead to inadequate money management. In Bangladesh, literacy rates 
available from different surveys and studies are significantly different. This is mainly 
due to the fact that the definition of a literate person is not uniform and standardised, 
and most of the surveys and studies are not based on a competency test.  
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Following a survey, Figure 3.4 shows that literacy is defined by the ability of writing a 
simple letter for communication, which shows about 45% of females were illiterate in 
2010.  
 




Source: Bangladesh Bureau of Statistics (2011) 
 
Compared to the year 1991,  2010 shows significant improvement and this gave  
entrepreneurs a slightly better way to deal with business communication but not 
necessarily loan management. However, the above data shows 57.53% population 
(aged 7 years and over) of Bangladesh are literate and that they can read and write, but 
this is a long way to achieving close to 100 percent. “Use of literacy skill in everyday 
life through reading and writing habits are not encouraging, which designates that 
even the literate persons do not use their skills for further improving their skill through 
day to day activities” (Bangladesh Bureau of Statistics, 2011) 
 
In Bangladesh, women entrepreneurs have a dual role in the household, which is not 
only a profitable income seeker supporting the household economy but also caring for 
children and managing the household finances.  In UK Bangladeshi married women 
are mainly involved with caring for children and managing the household actives. They 
are not involved in business activities, although a good proportion of Bangladeshi 
women tend to work for other firms. 
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In Bangladesh women entrepreneurs have a greater impact on their families than men’s 
role as an entrepreneur. Therefore, their role in terms of social and economic aspects 
should be treated as high as men. 
Table 3.5: Women entrepreneurs in various sectors in Bangladesh areas 
 
Table 3.5 shows women in Bangladesh are mainly involved in agriculture, knitwear & 
ready-made garments, designing, personal wear and effects-related business activities. 
However most of these businesses are financed by MFIs. Clearly microfinance 
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institutions have targeted  well these vulnerable and needy women in Bangladesh in 
hard and low paid jobs. 
 
 
Figure 3.5: Major technologies transforming financial services 
 
 
Source: He et al. (2017) 
 
As demonstrated in Figure 3.5, the last decade has witnessed the quick expansion of a 
broad range of technological innovations.  These have aided  advancements in essential 
and imperative technologies, and are giving progress to new applications in all 
functions of finance, from making payments, to borrowing, to saving, getting financial 
assistance, and managing risks. Artificial intelligence and big data capture are helping  
machines to predict behaviours and prices and related applications, and can automate 
credit approvals and assistance, help to understand regulatory compliance and fraud 
detections, and automate the trading of financial assets. The potential exists to 
transform payment and securities settlement as well as back-office functions by 
considerably cutting costs, permitting direct translation by side-stepping mediators (He 
et al.,2017). 
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Moreover, progress in cryptography have facilitated a variety of applications and have 
combined with sensing technologies and biometrics to create better robust security 
systems. Application Programming Interfaces (APIs), mobile access and the internet 
have been transformational as technological progress to be shared directly with billions 
of individual consumers whose mobile phone are now portals for accessing a full range 
of financial services. This permits decentralisation and opening the door to direct 
person-to-person transactions (P2P), and to the direct funding of firms (crowd-
funding). More importantly, it has significant implications also for financial inclusion 
by permitting the consumer with no collateral (and or no bank account) in the 
developing countries to access financial services for the first time (He et al.,2017). 
 
In Bangladesh, many MFIs facilitate on-boarding through smartphones and tabs. ASA, 
one of the leading microfinance providers of Bangladesh, successfully piloted a mobile 
tab program  between late 2015 and 2016 to digitise its popular operations (PwC, 2017). 
 
Table 3.6: Bangladesh & macro-economic outlook indicators 
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Source: The World Bank (2017) 
 
As illustrated in Table 3.6, Bangladesh and its macroeconomic outlook shows positive 
in terms of private and government consumption. Consumption growth is expected to 
pick up in the financial year 2018 and 2019, supported by higher public-sector benefit 
payments as well as continued ready access to consumer credit. 
 
3.7 Market-based approaches 
 
Market-based approaches such as entrepreneurship and bottom of the pyramid ventures 
are a reflection of particular rationalities that are based on ideological assumptions of 
individualism and choice that are sometimes incompatible in communities 
characterised by sharing, reciprocity, kinship ties and collectivism (Adler and Kwon, 
2002; Ansari et al., 2012). Moreover, bottom of the pyramid approaches to poverty 
alleviation lack sufficient theoretical development and empirical support. Opponents 
have questioned the role of business in poverty alleviation, arguing that bottom of the 
pyramid approaches continue to be informed by win-win assumptions that privileged 
business, rather than enhance social welfare of bottom of the pyramid communities 
(Karnani, 2007), show inadequate power relations (Arora and Romijn, 2012) and serve 
to personalise the economic sphere by supporting solely market-based measures to 
alleviate poverty (Banerjee, 2008). Numerous research indicates that market -based 
measures did made some progress in terms of improving the number of in an 
individualistic society; however,  a very little progress on social life and work-life 
balance. This research will try to explore whether market-based approaches are any 
good for alleviating poverty. 
 
3.8 Economic, social and environmental vulnerabilities 
 
Banerjee and Jackson’s (2016) investigations indicate that the method of distribution 
and use of microfinance in their research sites, instead of alleviating poverty, actually 
served to worsen poverty and increase susceptibilities rather than create empowerment 
for the majority of borrowers. Three dimensions of vulnerability emerged from the 
data: economic, social and environmental vulnerabilities. 
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3.8.1 Economic vulnerability 
 
According to Banerjee and Jackson (2016) in economic vulnerability one of the 
indicators of success for microfinance operations is its availability and reach. However, 
users of micro finance had little success in escaping from poverty – in fact they found 
increasing levels of indebtedness as well as loss of assets owing to the inability of 
borrowers to repay loans. Poor people are going without nourishment in order to pay 
back microloans (Hammill et al., 2008). Banerjee and Jackson (2016) also find out that 
microfinance loans, while helping to smooth income and consumption, can worsen 
rather than reduce susceptibility because they increase the debt burden of individuals 
and families. From their observation and discussion, it was apparent that heads of 
households (typically males) were under constant pressure and stress to produce 
enough food for the family. The farmers’ frequent failure to do so gave rise to feelings 
of vulnerability and powerlessness. The no collateral (or social collateral) policy of 
microfinance, often signalled as its most innovative aspect, had a gloomier side when 
it came to inability to pay: in many cases indebted farmers had to sell off their land to 
pay back the loans, exacerbating already high levels of vulnerability.  
 
3.8.2 Social vulnerability 
 
According to Banerjee and Jackson (2016) the high levels of apparent risk and 
vulnerability in the communities they studied were significant in shaping their social 
relations and the solidarity circles within extended family groups. Solidarity circles 
consisting of family, friends and acquaintances were an essential asset in trade with 
poverty. This unity was the ‘glue’ that has held these close-knit family groups together 
and helped them overcome adverse situations, particularly when microfinance debt 
collectors started putting pressure on family members for repayment. A participant in 
one of the male focus groups, describing a group of 29 microfinance borrowers, stated: 
Sometimes those 29 members give money from their own pocket to pay the instalment 
of (a family member). When (the family member) sees  29 other people are paying the 
money for him, then he becomes liable, or under some kind of obligation. Now the loan 
is not to MFI, the loan is to 29 individuals.  
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Banerjee and Jackson’s (2016) findings also indicate that microfinance heightened 
feelings of social vulnerability through the processes of surveillance, disempowerment 
and shaming. Microfinance novelties of ‘social security’ and ‘solidarity circles’, while 
ensuring high repayment rates, had harmful social consequences. There was increased 
surveillance within and between groups of borrowers leading to a slow erosion of trust 
and social cohesion, a key component of social capital. Women borrowers, fearing 
default by a group member, engaged in surveillance of member behaviour after a loan 
was taken and, since family members were also involved, the entire community became 
a mechanism of surveillance, leading to conflicts and discord. Their findings also 
indicate that microfinance did little in terms of promoting women’s empowerment and 
enhancing social welfare. The accessibility of microfinance and the targeting of women 
as potential borrowers are changing old-style socio-cultural norms where younger 
women are making their own choices to borrow money, and breaking purdah rules in 
order to attend meetings with co-borrowers and microfinance providers. While this is 
a positive outcome, such ‘empowerment’ almost always leads to more obligation and 
this increased levels of susceptibility.  
 
3.8.3 Environmental vulnerability 
 
According to Banerjee and Jackson’s (2016) findings,  certain regions in Bangladesh, 
like much of the rest of the country, is frequently affected by natural disasters such as 
annual floods, river erosion and cyclones. Farmers are experiencing shorter planting 
and harvesting cycles as a result of frequent floods. Their area of was heavily promoted 
by the MFIs in the region and several farmers took out additional loans from 
microfinance providers in an attempt to grow maize to generate income. According to 
respondents, the loans granted by the MFIs for growing maize were sometimes 
contingent on the purchase of maize seeds. NGOs offer incentives of new loans to 
female borrowers if they trial maize and buy the maize seed from the NGO.  
 
“A female member of the household who had taken out a micro loan so that her husband 
could switch to maize told us: I requested the NGOs to give me a 20,000 taka loan last 
year but they did not. This year they saw my son grow maize and see maize stocked in 
my premises, now they are happy to give me a loan. The NGOs will give more money 
if you grow maize. Even the NGOs have their own maize seeds. My in-laws told me that 
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NGOs give high amount of loan if their seed is grown” Banerjee and Jackson (2016, 
p.18).  
 
Banerjee and Jackson’s (2016) findings also indicate that traditional farming practices, 
barter exchange and traditional forms of financial dealing in the villages are being 
progressively confronted by attempts of large farmers to grow maize for profit. Crop 
failure is common because farmers are not provided with training for  essential farming 
techniques, and/or the weather conditions are generally inappropriate. Many 
community members are borrowing from NGOs and relatives beyond their capacity to 
repay, hoping to use their maize crop profits to pay off the loans. Some farmers 
expressed concern that the farming practices many have adopted in order to farm cash 
crops of maize are unsustainable in the longer term because they reduce nutrients from 
the soil and also require increasing amounts of costly fertiliser each season. NGOs even 
offer fertiliser for sale to support maize cultivation. For instance, one main player of 
the microfinance institution called BRAC owns two seed production plants and 
dominates the hybrid seed market in Bangladesh (Kelly, 2012). Clearly pressures from 
climate change, droughts and floods are part of a larger ecological system.  
 
According to Banerjee and Jackson (2016, p.23) “the longer-term consequences of 
increasing debt burdens and the economic, social and environmental vulnerabilities 
that we identified”, slight thought is being given by MFIs to longer-term consequences 
about how the credits will be reimbursed. 
 
Although many researchers argue that poverty and the bad economic situation is one 
of the main influential factors for the growth of the microfinance industry, The MFIs 
in Bangladesh just provide cash to poor people in Bangladesh for more profit without 
having a proper strategic plan. 
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3.9 History of Bangladeshi people in East London, UK 
 
Nowadays a significant number of Bangladeshi people live in Tower Hamlets Borough 
in London. According to Forman (1989) between 1951 and 1981 the population of 
Tower Hamlets fell from 230,000 to 140,000. At that point in time most of the working 
age people left and mainly an ageing population was living in the Tower Hamlets area. 
The main aim was to provide four acres of open space per 1000 citizens in order to 
considerably reduce housing density. Due to lack of open space, therefore, the main 
solution was to decentralise the population to estates outside London and New Town 
developments were built specially for this purpose. At the same time as working class 
East London-based people  relocated from inner London to outside London, the London 
docks were also closing down. At the same period as regionalisation and the decline 
then regeneration of the dock zone were taking place, the East End started to receive 
an influx of Bangladeshi immigrants. Between the 1970s and 1980 the number of 
Bangladeshi immigrants  increased considerably (Llamas & Watt et al. 2009). 
 
Due to shortage of labour after the Second World War, people from British colonies 
were encouraged to come to Britain, and at the end of the 1950s around two to three 
thousand mainly male migrant workers from Bangladesh arrived in London. By the 
early 1960s the community was around 5000 (Adams, 1987). The Bangladeshi people’s 
wish was to go back to Bangladesh after buying land and a house (Anwar, 1979). 
However, political instability between West Pakistan (now Pakistan) and East Pakistan 
(now Bangladesh) led to families joining more people in London (Llamas & Watt, 
2009). By the 1981 census, Tower Hamlets contained the largest group of Bangladeshis 
in the UK, which is  one of the largest Bengali communities outside Bangladesh. By 
1984, 46 per cent of all live births in Tower Hamlets were to Bangladeshi mothers 
(Forman 1989, cited by Llamas & Watt 2009). The dominance in terms of population 
was quite significant and even though the immigration laws became strict, the Bengali 
population grew. This was mainly due to arranged marriage, was heavily practised, and 
mixed-race marriages were very limited. This indicates that Bangladeshi people are 
quite close to their culture, religion and communities. The Bangladeshi population is 
the most geographically concentrated of all ethnic groups in London (Piggott, 2004). 
Bangladeshis were concentrated in the East End with most of them living in a single 
borough, Tower Hamlets. The borough has been termed, by Eade and Garbin, as the 
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‘centre’ of the UK Bangladeshi population where 65,553 individuals or 22. 8% of the 
Bangladeshi population lived (Eade and Garbin, 2005).  
 
Bangladeshi have the highest rate of income poverty out of all ethnic minorities, with 
65% living below the poverty line. Even amongst working families, around 60% of 
Bangladeshis were in income poverty. This was much higher than the equivalent 
figures (between 10- 15%) for White British, White Others, Indians and Black 
Caribbeans (Kenway and Palmer, 2007).  
 
UK and its history towards migrant workers also reflects that in most cases they had to 
go through a really tough time. They had to suffer from racism, and the language barrier  
created a ‘double barrel’ effect for Bangladeshi people in the UK, mainly around east 
London.. Therefore, a high unemployment rate was inevitable. The main sources of 
money were family support, Job Seekers Allowance and dealing with very small-scale 
business on the street-based  markets. During the 1960s and 1970s, around 85% of 
families remitted their savings, whereas in 1995, this had decreased to 20% (Garbin 
2004; Eade & Garbin 2005). Eade & Garbin suggest this is due to the cost of living in 
the UK, and the process of family reunion, whereby households are now established in 
Bangladesh. Other factors could be the new generation and or 2nd and 3rd generations 
of Bangladeshis who are  less committed to Bangladesh in terms of material resources, 
maybe due to slow and bureaucratic Bangladeshi systems. 
 
Bangladeshis have one of the lowest economic activity rates among both men (61.7 %) 
and women (23.4 %). The percentages of economically inactive males and females 
among Bangladeshis were 38.3% and 76.6% respectively (ONS 2005). According to 
the 2011 census, the Other White ethnic group (77%) had the highest employment rate 
of all ethnic groups (aged 16 to 64). This was the cause for both men (82%) and women 
(72%) from this group. The highest rates of economic inactivity for men were in the 
Chinese (40%), Arab (40%) and Gypsy or Irish Travellers (39%) ethnic groups. The 
highest rates for women were Arab (64%), Bangladeshi (61%), compared to 76.6% in 
the 2005 report. Of those in employment, men from the Pakistani (57%), Black African 
(54%) and Bangladeshi (53%) ethnic groups were most likely to work in low skilled 
jobs. For women the most likely were Gypsy or Irish Travellers(71%), Bangladeshi 
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(67%) and White and Black Caribbean (66%) in low skilled jobs due to language and 
other barriers like knowledge, culture etc. 
 
According to the Office of National Statistics, over half (54%) of Bangladeshi men in 
employment worked part-time (less than 30 hours a week) and just over 1 in 10 worked 
15 hours a week or less (12%). Bangladeshi (56%) and Gypsy or Irish Traveller (54%) 
women were the most likely to work part-time (less than 30 hours a week). Bangladeshi 
and Pakistani women had the highest proportion working less than 15 hours a week 
(23% and 20% respectively). This could be related to culture, religion and frequently 
giving  birth to and looking after children.  
 
3.10 Microfinance models in Western Europe 
 
The microfinance sector has grown quickly over the last 20 years. Consequently, there 
are different models of microfinance institutions all over the world, such as: solidarity 
group, Grameen model, individual model and village model. European countries have 
more in common, such as: culture, economics and political aspects. According to the 
report published by the European Investment Fund in 2009, there are four main types 
of microfinance institutions in Western Europe:  
 
A) Microfinance with the influence of NGO: they provide business support. 
For example: AIDE. This French institution was created in 1998. AIDE was 
mainly influence by the Grameen bank model. Obviously, it took several 
years to implement the Grameen model in France. Maria Nowak analysed 
several methods in order to adapt the model to the social-cultural context of 
France. Nevertheless, nowadays AIDE is a well-known microfinance 
institution in France. It is a successful organisation, shown by the data in 
2011: AIDE had created 12,261 microcredits with a total value of 52.5 
million Euros. Also, 14,000 companies in France have been created by 
AIDE and it has also increased the employee creation rate (Kraemer and 
Conforti,2009). Part of this success is due to AIDE’s mission which is the 
same after 20 years. This mission is biased on three pillars:  
114 of 290 
 
o Financing people who have the aim of creating microenterprise. For 
several reasons, they are not able to enjoy the financial services from the 
commercial banks (Navarro, et al., 2013).  
o Coaching the micro entrepreneurs. Giving them training before, during 
and after the creation of the company to ensure that the company will be 
sustainable and durable (Navarro, et al., 2013).  
o Contribution of the development and improvement of the institutional 
setting of microcredits and the creation of companies (Navarro, et al., 2013).  
 
B) NGO, with a target approach: these institutions have a specific target 
market:  to improve the unemployment rate and women entrepreneurship, 
and to help and / or reduce poverty, for example: Microloan Fund of the 
City of Hamburg (Germany) or Women’s Enterprise Support Group 
(WEETU) in UK (Kraemer and Conforti, 2009). The main target of 
(WEETU) was to improve the female employment rate in the UK. They 
tried to achieve this through supporting activities such as giving education 
and training in order to become a skilled employee. However, in 2013, 
WEETU was  forced to shut down because of a decline in funding from the 
government and also because of payment conditions (Woods, 2013). 
 
C) Support programmes initiated in existing institutions and development 
banks: these institutions include support programmes for micro and several 
enterprises. For example: Finnvera (Finland) or KfW (Germany) (Kraemer 
and Conforti,2009).  
 
D) The specialised units or parts of banks: This type is still in the process 
of expansion. Consequently, they offer very small services of microfinance 
(Kraemer and Conforti, 2009).  
 
Microfinance appeared in Spain in the early 90s, with the first implementation of a 
microcredit. Nowadays, the average amount of micro-credits in Spain is between   
€6,000 and €18,000 with a limit of €25,000 of the ICO-programme as the largest loan 
amount available as microcredits (European Microfinance, 2013).  
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From 2001, the microfinance activities begin to develop on a larger scale, namely, 
savings banks started to promote these services through microcredit programmes. The 
forerunners of this approach were Caixa Catalunya and de Caja Granada (European 
Microfinance, 2013).  
 
There are about 1,320 members of groups in Norway, which represents about 265 
groups and a loan portfolio of about 53 million Norwegian Krone (NOK) (6,5 million 
Euro). Microcredit Norway (NCN) has continued, and offers not only microloans, but 
also training services for entrepreneurship, as well as networking opportunities to the 
actors in the House of Microenterprises. Furthermore, this network is implementing an 
information system that will be offered to all existing groups in order to reorganise the 
microfinance sector in Norway and to enable groups to access practical tools. 
Currently, the microfinance sector is still fragile. Their development of the sector needs 
additional funding from public or private funds, as well as a simplification of the 
regulations for microenterprises (European Microfinance, 2010). 
 
This type of pyramid is common for developing countries like Bangladesh with 
declining fertility rate but still high birth and death rates. The population grew by about 
700 million between 2011  and 2014. Although there is some improvement there are 
still 2 billion adults who remain without an account (The World Bank, 2017). 
 
A significant portion of the adult population in the world do not hold an account with 
a formal financial institution. Therefore, these poor adults are part of an informal 
economy. They are still surviving, they do save, borrow and manage daily expenses. 
“However, without access to a bank, savings account, debit card, insurance, or line of 
credit, for example, they must rely on informal means of managing money. This 
includes family and friends, cash-in-hand, pawn-brokers, moneylenders, or keeping it 
under the mattress. Sometimes these choices are insufficient, risky, expensive, and 
unpredictable. The benefits of financial inclusion are not only significant for 
individuals but for economies as well. Financial inclusion is linked to a country’s 
economic and social development and plays a role in reducing extreme poverty. IT also 
indicates that financial inclusion is not only positively correlated with growth and 
employment, but it is generally believed to causally impact growth” (CGAP, 2016). 
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Without proper guidance and help, access to banking facilities alone may not be the 
solution for the alleviation of poverty. 
 
Numerous theories—of poverty traps, general equilibrium effects, behavioural decision 
making, and/or credit market competition—propose that the impact of more access to 
micro credit on poor people may not be positive, it also indicates negative (Banerjee et 
al., 2015). Banerjee (2013) and Zinman (2014) also show  related reviews of theory 
and evidence on such issues.  
 
However, according to Ault & Spicer (2013) state fragility research validates that the 
experience of poverty is not the same across all countries. Therefore, antipoverty 
strategies and programmes that may work in one country do not necessarily work with 
the same effectiveness in more delicate state settings.  For example, there are some 
differences in terms of economic and social infrastructures between the UK and 
Bangladesh. The governance index captures six individual dimensions of state 
capability: voice and accountability, political stability, government effectiveness, 
regulatory quality, rule of law, and control of corruption. In a factor analysis of the 
Kaufmann measures, Langbein and Knack (2010) found the presence of one 
multidimensional factor, rather than six independent measures. Slangen and 
Beugelsdijk (2010) similarly found high correlations among the individual dimensions 
of the Kaufmann data and, therefore, averaged their scores into a single composite 
measure. These findings aired consistent with their fragility literature, which suggests 
that the simultaneous breakdown of multiple formal factors in a country stems from a 
single cause: the failure of the state to act in the public interest (Baliamoune-Lutz and 
McGillivray, 2008; Rice and Patrick, 2008). In this index, a higher score indicates a 
stronger state. They argued that the profitable microfinance model is likely to fit better 
in countries with lower levels of fragility, independent of the number of low-income 
and / or poor individuals who live in that country. Therefore, microfinance institutions’ 
related activities may not work the same way in the UK compared to Bangladesh. The 
chapter six will try to shed some light on this. 
 
Fair Finance is a micro-lender based in London. Fair Finance is funded by social 
investment and works with a range of banking partners such as Santander, BNPP, 
Sociétée Générale and UniCredit.  Based on social business context in London, Fair 
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Finance seeks to be sustainable and to make a positive social impact by charging 
interest at 15% annually for business plus 5% arrangement fees, and for personal loans 
about 50% annually. It is an Industrial and Provident Society (IPS) registered with the 
Financial Conduct Authority (FCA). The IPS is a UK legal structure for organisations 
that conduct business either as a cooperative or for the benefit of the community. 
Although the client base of Fair Finance differs in a number of respects from that of a 
typical developing country microfinance institution, in other ways the two groups are 
similar: they are excluded from conventional financial service establishments; they are 
mostly eager and able to repay their debts. The cost of borrowing is quite expensive 
and typical personal loan size varies from £150 to £2000. At Fair Finance, clients are 
interviewed face-to-face during the loan approval process, to establish how much 
money they can afford to repay each week, from which the loan officer can calculate 
how much might responsibly be lent to them. It is because the costs of making micro-
loans are high that the interest rates charged are relatively high. (Although Fair 
Finance’s loans — priced at 28% at that time — were significantly cheaper than the 
cost of borrowing from doorstep or payday lenders, at over 200%; and from illegal loan 
sharks, at over 800%) (Hannam & Cheng 2012). 
Figure 3.6: Loan repayment amounts 
 
Source: Fair Finance (2016) 
 
The operations of Fair Finance types of organisations suggest that there is a need for 
microfinance types of institutions in the UK, mainly in London. Therefore, Bangladeshi 
entrepreneurs based in London may get some benefit from such an organisation.  
Several researchers, in particular  Banerjee et al. (2015), show some positive features 
of organised microfinance operations. As Fair Finance operations are regulated like 
microfinance, therefore a regulated operational approach like Fair Finance could 
enhance micro business finance-related issues for Bangladeshi entrepreneurs. Figure 
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3.6 & Figure 3.7 demonstrate typical loan amounts, fees, and weekly repayment 
activities by Fair Finance in the greater London area. 
 
Figure 3.7: Interest & fees along with weekly repayments 
 
Source: Fair Finance (2016) 
 
According to Hannam & Cheng (2012) there is no agreed meaning for the term 
‘financial exclusion,’ and researchers and policy makers disagree on the scale of 
financial exclusion in the UK. According to Blake and de Jong (2008) around 2 million 
adults in the UK do not have access to a transactional bank account; around 3 million 
adults in the UK are excluded from mainstream credit; and a further 3 million adults in 
the UK, who have some access to mainstream credit, also make use of expensive sub-
prime credit. Figure 3.8 shows microfinance-based clients of Fair Finance Ltd in the 
Greater London area.  
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Figure 3.8: Density of loan takers by region 
 
Source: Fair Finance (2016) 
 
Figure 3.8 shows a portfolio of clients and the darkness of colours shows the large 
number of microfinance-based clients of Fair Finance from January 2005 to April 2016. 
Main loan seekers are in the borough of Hackney,  £2,365,300, with 3199 clients; 
Tower Hamlets, £1,786,900, with 2269 clients; and Newham, £1,153,100 with 1504 
clients. “While microfinance is well known in Africa, Asia and Latin America, over the 
last 15 years it has grown across Europe, helping to fill the gap for people who remain 
unbanked and/or excluded from mainstream finance. In 2014 alone over 390,000 
businesses were supported and over EUR1.5bn of funding advanced to create nearly 
250,000 jobs across the Europe” (Fair Finance, 2016). The microfinance industry and 
its rapid expansion show similarities with the  Bangladeshi market. 
 
Syed Kamall, MEP for London, said: “Access to credit is fundamental to small and 
growing businesses, and vital to a thriving economy like London. Fair Finance has 
shown how microfinance can be used to benefit even the most excluded parts of society 
and ensure that the benefits of growth and wealth creation are shared by all” (Fair 
Finance, 2016). However, the business model might best be described as ‘profit 
optimisation.’ Shortly after establishment, Fair Finance received funding from the UK 
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government as part of its Growth Fund initiative to tackle financial segregation. The 
Department for Work and Pensions (DWP) was managing loan capital plus an element 
for the associated revenue costs for staffing and operational expenses (Hannam & 
Cheng 2012). 
 
Fair Finance’s policy is to recruit high quality  staff and  to ensure good training. Fair 
Finance believes this will maintain high levels of productivity, and the clients receive 
an excellent service. They also believe that the good staff are the best guarantee that 
loan volumes and interest income will be high, and that default rates and lost capital 
will be low. Most importantly, good staff ensure that lending is done in a responsible 
way, giving priority to the interests of the client. For Fair Finance, providing training 
to loan officers is a vital part of business success, which ensures making loan approval 
decisions in a responsible way. They also believe in investment in staff development; 






This chapter explored the development of microfinance institutions in Bangladesh from 
the 1970s onwards as well as considering the main features of such institutions in terms 
of entrepreneurship. Bangladeshi small-scale entrepreneurs are facing different kinds 
of difficulties and the chapter discussed how the situation has changed over the period 
of time. Also, this chapter discussed the history of Bangladeshi people's life in London.  
Both of Bangladesh based and London based Bangladeshi small-scale entrepreneurs 
recognise that the microfinance related organisation in some cases loan sharks exists 
and operates in a wider external setting and therefore affects that location through its 
activities.  
 
This chapter discussed the evolution and operational aspects of several microfinance 
institutions in western Europe, predominantly the UK-based firm Fair Finance. This 
chapter discussed the state fragility research which indicates the experience of poverty 
is not the same across all countries. Therefore, anti-poverty strategies and programmes 
that may work in one country do not necessarily work with the same effectiveness in 
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more delicate state settings. Factors may influence antipoverty strategies and 
programmes i.e. voice and accountability, political stability, government effectiveness, 
regulatory quality, rule of law, and control of corruption. Three dimensions of 
vulnerability are also well-thought-out in relation to the effectiveness of the 
microfinance industry, such as economic vulnerabilities, social vulnerabilities and 
environmental vulnerabilities. 
 
This chapter also discussed how financial innovation has come in many shapes and 
forms—from peer-to-peer lending; to high-frequency trading, to big data and robotics. 
Think of the virtual currency exchanges that allow people in developing countries to 
transfer money across borders quickly and cheaply. Application Programming 
Interfaces (APIs), mobile access and the internet have been transformational as 
technological progress to be shared directly with billions of individual consumers 
whose mobile devices are now portals for accessing a full range of financial services. 
And the regulatory challenges are just emerging.   
  








The previous chapter considered the background of the microfinance industry and the 
history of how the Bangladeshi people congregated in London, and their business and 
work-related activities. The investigation of the effect of microfinance on poor people 
is the subject matter of this thesis and in this chapter the methodology to be used in that 
investigation is explained and justified. This investigation is twofold and makes use of 
a quantitative and a qualitative analysis. Both methods, and the rationale for using them, 
are explained and the selection of a sample of microfinance- related business for 




The thesis is concerned with the area of microfinance with a particular focus on critical 
evaluation of its impact on the end user (the un-bankable poor in developing countries). 
This study also aims to determine how microfinance-based businesses gain access to 
finance and provision to improve their entrepreneurial skills and model of micro 
finance related business operation skills with actual practice amongst micro finance-
based businesses in Bangladesh. There are two methodologies to consider within this 
research.  
 
This chapter will also explore the difference between qualitative and quantitative 
methods and the reason for choosing both methodologies. The quantitative method is 
the interpretation of certain forms of data, usually numerical. Quantitative data can be 
further categorised into categorical data, which is grouped and divided in to a rank 
order, and continuous data, which can take the form of any value (within a range) 
(Saunders et al. 2000). Qualitative data is more conceptualised and relies on meaning 
in words rather than a categorised set of data. To reach a proportionate value  
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subsequent data in order to conclude the argument in this paper, it was deemed 
necessary to utilise both quantitative and qualitative data. 
 
4.3 Types of research methodology 
 
“Central to our thesis is the idea that ‘all theories of organisation are based upon a 
philosophy of science and a theory of society’ (Burrell and Morgan 1979, p.222). 
According to Burrell & Morgan (1979) social science could be conceptualised in terms 
of four sets of assumptions relating to ontology, epistemology, human nature and 
methodology. In terms of ontological nature, these are assumptions which concern the 
precise essence of the phenomena under investigation. The second sets of assumptions 
are related to epistemological nature which investigate how one might begin to 
understand the world and communicate his or her knowledge to fellow human beings. 
The third set of assumptions are concerning human nature and, in particular, the 
relationship between human beings and their environment. The human life is subject 
and object of all social science enquiry. This view tends to be one in which human 
beings and their experiences are conditioned by their external circumstances. The three 
sets of assumptions ontology, epistemology, and human nature have a direct 
implication of a methodological nature. Each one has significant magnitudes for the 
way in which one attempts to examine and acquire knowledge about the social world.  
 
Burrell & Morgan (1979) express in Figure 4.1 below the subjective and the objective 
approaches to social science. An alternative view of social reality stresses the 
importance of the subjective experience of the individuals in the creation of the social 
world, then the search for  understanding focuses upon different issues, and approaches 
them in different ways. The main area of investigation is to gain an understanding of 
the way in which an individual creates, modifies and interprets the world in which 
individuals find themselves. 
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Figure 4.1: Paradigms and the issue of subjective-objective dimension 
 
Source: Burrell & Morgan (1979) 
 
The research development includes a decision on the research methodology that needs 
to be selected by the researcher, which addresses two levels, the ontology and 
epistemology, where both are integrated to form a paradigm The choice of a paradigm 
(Table 4.1) is important as it positions the researcher with a decision in the research 
methods and theory constructions (Zammit, 2000). This is further permitted upon 
reviewing social sciences that study humans and behaviours, but perceiving their 
different outcomes and interpretations resting upon the paradigms mainly adopted by 
the investigating researchers (Abdelaziz, 2001). 
 
Table 4.1: Alternative terms for the main research paradigms 
 
Source: (Hussey and Hussey, 1997, p.47) 
 
Saunders, Lewis and Thornhill (2007) mentioned that there is no one true method, or 
correct set of methodological choices, or best strategies that will guarantee the success 
of the research study. However, according to Ghauri and Gronhaug (2002), Lee (1991) 
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and Zammit (2000), there are two basic research paradigms that have dominated  major 
research studies in marketing as well as other social sciences; namely the positivist and 
the interpretative paradigms.  This research adopts the interpretative one. 
  
‘Positivists’ are researchers who adopt the natural sciences approach in studying social 
sciences.  This approach preaches reality to be objective, void of any individual 
subjective perspective that is expressed in observable and measurable methods 
(Wildmuth, 1993). Thus, positivists formulate hypotheses and propositions to be tested 
for investigating the validity of the phenomenon under study and reach generalisable 
results beyond the scope of the data analysed (Roth and Mehta, 2002). All subjective 
opinions should be excluded as per positivism, and all deduced propositions should 
have an objective premise (Bryman and Bell, 2003 and Lee, 1999). This methodology 
takes a strict, objective, neutral and scientific stance, and employs methods of survey, 
documentary methods, observations and experiments. Using such quantitative tests to 
collect data, researchers rely on  rigorous scientific, mathematical and statistical 
analyses to answer their research questions (Remenyi, Williams, Money and Swartz, 
1998). Eventually, ‘truth’ or ‘theories’ are reached by verifying and replicating 
observable findings and excluding any unobservable or subjective explanations (Clark, 
1998). 
 
 ‘Interpretivists’ are researchers who deal with reality from a subjective perspective. 
Thus, they adopt a subjective perception of reality, and employ ‘standard’ designs and 
methods as well as projective procedures in their explanations. Interpretivists identify 
the researcher as a member of a social group in which he/she interacts actively in its 
formulation, development and in making meaning of its interactions. As such, 
researchers are involved in a continuous process of making sense of social sciences’ 
actions and surroundings as acted by individuals who are members of social groups; 
but nonetheless the researcher acquires an objective stance in the interpretational 
process (Saunders et al, 2007). This interpretation  rests upon the fact that the 
understanding of social actions relies upon the context it rests within as well as the 
intentions of the actors (Schwandt, 2000).  
 
Upon addressing any research, it is essential to discuss its paradigm, its ontology and 
its epistemology. On the one hand, ontology is the view the researcher has towards 
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reality and being, whereas on  the other hand the epistemology is the researcher’s view 
of how the knowledge is acquired.  As ontology is related to the view about reality, it 
sets the path for epistemology related to the application of research, as in data collection 
and analysis. 
 
Firstly, the adopted ontology  simply reviews the nature of reality and how a paradigm 
addresses it, or in other words it answers the questions of how  reality is created. 
Interpretivism came along to interpret the social actions of people, grasping the 
meaning that constitutes the action itself. This is usually undertaken through that actor’s 
intent identification, as in getting to understand his actual intent, the language and how 
it is used and interpreted, along with relating that with the way the researcher and the 
actor interpret differently (Schwandt, 2000). In other words, interpretivists deem that 
reality and individuals are inseparable; whereby the perception that people hold 
towards the world is related to the experiences that these people have undergone 
throughout their lives. This means that reality is constructed based on each individual’s 
subjective interpretation, where people make their own meaning of the different events 
that are distinct and cannot be generalised. These experiences support the development 
of subjective characteristics for these people, which is the perception they hold towards 
what objective characteristics prevail in the world. In short, this means that the 
meaning/perception/understanding is constantly negotiated and differs as per the 
dealings of the people. Again, this holds the fact that there are multiple perspectives 
that people hold towards the same incident.  
 
 Weber (2004: p. 5) puts it as the “objective in the sense that it reflects an 
intersubjective reality”. The interpretivist ontology identifies social reality as “a 
product of processes by which social actors negotiate the meanings of actions and 
situations together”, where its concern revolves around the way people interpret the 
conditions they co-exist and live in (Kakabadse and Rozuel, 2006, pp.82-83). 
 
 The nature of the interpretative research discussed earlier makes it quite realistic to 
presume that the researchers themselves act as instruments of measurement, while 
interpreting and measuring a phenomenon under observation. This fact makes it 
realistic to acknowledge the impact that the interpretive researchers hold upon the 
phenomenon under study or research objects, along with the effect that falls upon them 
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in turn. This means that the researchers and the research objects are “inextricably 
related” within the interpretive realm. 
  
Secondly, for the adopted epistemology, this relates to the relationship formed between 
the researcher and the research objective or phenomenon under study, which in turn 
affects the analysis of the reality. Interpretivists believe that knowledge building 
reflects their particular goals of culture, experience and history along with the 
aforementioned personal experiences. This means that knowledge is gained through 
different situations and cannot be reduced to simple interpretation processes;  it is 
gained through personal experiences. The difference in interpretation stems from the 
variance between people and objects of natural science, where mere causality is not 
quite feasible to acquire knowledge about people. Through the interpretive 
epistemology, the researcher needs to grasp the subjective meaning of social action that 
people perform, unlike different natural phenomena or objects. So, they identify that 
they “intentionally constitute” knowledge, to try to make sense of the world, and 
employ sense-making techniques in the framework that actually constitutes their lives 
within their particular goals. Eventually, they hold the position that “knowledge is built 
through social construction of the world” (Weber, 2004, pp.6-7). A research 
epistemology is defined as “an area of philosophy concerned with the nature and 
justification of human knowledge. A growing area of interest for psychologists and 
educators is that of personal epistemological beliefs: how individuals come to know, 
the theories and beliefs they hold about knowing, and the manner in which such 
epistemological premises are a pair of and an influence on the cognitive processes of 
thinking and reasoning” (Hofer and Pintrich, 1997, p.88).    
 
There are a number of different types of research methodology, some of which align 
themselves more to one paradigm than  another. However, some methodologies can be 
used under either a positivistic or a phenomenological paradigm, depending on the 
assumptions of the researcher (Hussey and Hussey, 1997). Table 4.2 below presents 
the main methodologies used in business-related research.  It should be noted that these 
two paradigms are near the extremities of the continuum; each methodology can be 
moved some way along the continuum according to the individual researcher’s 
assumptions (Hussey and Hussey, 1997). 
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Table 4.2: Approach to social sciences research 
 
Source: Hussey and Hussey (1997, p.59) 
 
According to Sekaran (2000) and Churchill and Iacobucci (2004) quantitative research, 
while being very beneficial, is greatly enhanced when used in combination with other 
qualitative research methods such as case studies, interviews and observation. When 
qualitative and quantitative research approaches are collaborative, we have what is 
called triangulation in action (Frankfort-Nachmias and Nachmias, 1996; Easterby-
Smith et al 2002). Triangulation provides assistance to researchers to improve the 
correctness of their judgements by collecting different kinds of data bearing on the 
same phenomenon. In order to enhance data accuracy, both qualitative and quantitative 
data was chosen. Morgan (1998) also discussed the importance of data triangulation in 
terms of reliable results for researchers. 
 
To begin with the methodology’s research design, it is essential to discuss the research 
question(s) and the objective(s) of each one. . The nature of the research questions listed 
earlier makes it an exploratory research that tends to explore untapped areas.  In our 
case, research question one  is the effect of microfinance on women entrepreneurship 
in Bangladesh. Influential factors and the source of finance sought by micro business 
is the topic for research question two.  Factors which motivate micro business 
applicants to approach microfinance institutions is the topic for research question three, 
and finally the difference between sources of finance sought by micro entrepreneurs in 
Bangladesh and Bangladeshi micro entrepreneurs based in the UK. 
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In general, the nature of the questions of the research makes it an exploratory one. 
Social exploratory research attempts to find out how people get along in the setting 
under question, what meanings they give to their activities, and what issues concern 
them. The goal is to learn 'what is going on here?' and to examine social phenomena 
without unambiguous prospects (Schutt, 2006). 
This research mainly seeks to explain the concept of microfinance and CSR understudy 
and review female entrepreneurship in Bangladesh in research question one, then 
research question two tries to explore influential factors of sources of microfinance. 
Research question three attempts to examine motivational factors for choosing several 
microfinance institutions. Research question four seeks to explain any difference 
between the source of finance sought by micro entrepreneurs in Bangladesh and 
Bangladeshi micro entrepreneurs based in the UK.   Research question one is addressed 
from both types of research techniques, quantitatively via the instrument developed by 
the researcher and qualitatively via the focus group interviews developed by the 
researcher. Research questions two and three are addressed quantitatively and 
qualitatively via the instrument developed by the researcher and research question four 
is addressed qualitatively via the semi-structured interviews developed by the 
researcher, as shown in Table 4.3. 
 
Table 4. 3: Research methodology engaged in this research (developed 
by researcher) 






Research Method  
1.Has micro finance 
had a significant 
effect on women 
entrepreneurs in 
Bangladesh? 
















influence the source 
of finance sought by 
micro business? 
 

































researcher) as well 
as quantitatively 
via statistical 
analysis and focus 
group interviews 
4. Is there any 
difference between 
sources of finance 





in the UK? 















4.3.1 Methodological Technique 
 
Next to setting the type of research and research technique, the method of data 
collection is to be set. Traditionally, quantitative techniques are classified as deductive 
and following the positivist paradigm, while qualitative ones are classified as inductive 
and following the interpretive paradigm (Cook and Reichardt, 1979). In terms of the 
method of data collection, the interpretivists would favour an approach that allows a 
qualitative in-depth inquiry into human behaviour which is capable of generating 
significant insights into the social dimensions of the inquiry. This rather classic 
classification had been moderated across literature, where it became a fact that the 
interpretive paradigm can accommodate both quantitative as well as qualitative 
methodologies, without a restriction for only qualitative methodology (Tashakkouri 
and Teddle, 1998).  
 
Based on that, it became crucial to select a methodology after making comparisons 
between them. On the one hand, the qualitative approach may have a weakness in not 
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providing a basis for sound generalisations because of the lack of representativeness 
when relying on a limited number of / few respondents. The method could also generate 
problems of case selection and transferability. On the other hand, the quantitative 
approach as a standalone is insufficient and incomplete to project and develop 
theoretical concepts (e.g. a failure to identify explanatory variables, misspecification 
of models, etc.), and inadequate to operationalise procedures needed in building theory 
(Kelle, 2006).  
 
As a significant amount of micro finance and CSR research had been survey based, this 
might have caused a bias in data collection and later analysis. This bias would be 
interpreted to be built upon the desirability-edge, where all respondents and 
stakeholders would side and desire to select the answers that stress  the positive and 
socially responsible behaviour of corporations. The research is led by the foundations 
of a grounded theory; there are a range of methods of data collection, including a self-
administered questionnaire (which was deemed suitable for gaining quantitative data).  
 
The second method of research was a measure taken to analyse qualitatively and 
involved  10 focus group interviews. The participants were handpicked by the 
researcher in-line with the ‘Purposive Sampling’ method as defined by Clair et al. 
(2000) where the participants are not chosen arbitrarily but purposely. This particular 
method was used so that the researcher could analyse someone who was definitely 
directly associated with  microfinance-related business. In order to achieve relevant and 
meaningful qualitative data, the researcher undertook 10 focus groups with about 10 
members in a group, as well as separate one-to-one interviews with members of 
microfinance institutes in Bangladesh. The population to be studied is labelled as main 
microfinance users in Mymensingh district. Mymensingh district is one of the main 
areas of Bangladesh in terms of users of microfinance.  
 
155 subjects in all  filled in the questionnaires via one to one face-to-face interviews. 
Out of all 155 respondents only two  responses were ignored as they were not users of 
microfinance and one respondent was unable to answer all the questions. As a native 
Bangladeshi person, the author being able to understand respondents’ body languages 
also contributed to collecting  rich source of  data. 
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Similarly, data was collected from small-scale entrepreneurs in London, UK. The 
researcher made a calculated judgement and concluded that all participants would be a 
manageable number when proceeding with face-to-face interviews. The interview was 
semi-structured and involved a few main questions from East London-based small-
scale entrepreneurs.  
 
The objective of these interviews is to allow respondents to say what is really on their 
minds without being influenced by suggestions from the researcher, whereas closed 
questions (as in the questionnaire) locked respondents into arbitrarily limited 
alternatives (Foddy, 1993). Moreover, perhaps the most persistent criticism of closed 
questions is that pre-set response options are likely to cause respondents to give 
answers they would not give if they had to provide them for themselves, whereas the 
open questions show how a respondent has interpreted the phenomenon. However, as 
Foddy (1993, p.152) pointed out,  methodologists who have considered the issues have 
tended to settle on the compromise position that “a judicious mix of open and closed 
questions is appropriate.” 
 
The interviews were open-ended questions and allowed for the participant to elaborate 
and stress their feelings around  the topic. The interviews each lasted around 40 minutes 
and led to some interesting information. The interviews were face-to-face interviews, 
as it is easier to control the external environment, i.e. the interviewer has the full 
acknowledgement of the participant and levels of distraction are minimised and 
controlled. It is also more personal and, apart from the structured questions, allows the 
conversation to flow more freely than a generic telephone conversation with a list of 
questions. Face-to-face surveys allow for  more intensive questioning, with the  aim of 
delving into the reasons for certain attitudes developing, while electronic surveys do 
not reach this depth; the presence of an interviewer makes the interview situation 
controllable and achieves higher response rates, and electronic surveys cannot 
guarantee response rates. It is also easier to notice from the participant’s movement and 
expression whether they are comfortable in the interview. This cannot be 
acknowledged over the phone, apart from possibly dissecting levels in tone of voice. 
 
A qualitative research design and methodology is proposed in  order to develop an 
understanding of the socially constructed reality of the participants involved in this 
133 of 290 
 
study in terms of their views and perceptions of issues directly relevant to the study’s 
aims, as most of the borrowers and field representatives in Bangladesh are illiterate. 
This study will draw upon primary research involving 10 focus groups with about 10 
members in a group. “The hallmark of focus groups is their explicit use of group 
interaction to produce data and insights that would be less accessible without the 
interaction found in a group” (Morgan, 1997). Robson (1993) discusses the lack of 
standardisation, which leads to concerns of reliability (Saunders et al. 2000, p.250). 
 
Focus groups can be a good method of generating ideas for new products/initiatives. 
They are also seen as being more efficient than conducting several individual 
interviews. Focus groups are particularly useful when gaining access to a sense of 
contributor cohesion is the vital concern (Parker & Tritter, 2006). These interviewees 
will include employees of micro lending organisations, pressure groups, regulatory 
bodies and professionals and, most importantly, customers of micro lending 
organisations. It is intended that the interviews will be tape-recorded. From the initial 
focus group that follows on from the preliminary research, the data results will need to 
be taken into consideration and used as the main headings for the ensuing research. 
This can only be done after the initial focus group study to see what themes emerge. 
The research will therefore need to include the most important themes, most 
noteworthy quotes and any unexpected findings (Breen, 2006).  
 
Overall, the aim of the primary research is to generate an insight into the views and 
perceptions of the interviewees in connection with issues related to the aims of this 
study and to contribute towards developing a strategy to enhance entrepreneurial skills 
and sustainable businesses, effect of microfinance on poor people. On a wider scale 
this study, in conjunction with secondary research, seeks to generate a fuller 
understanding of the rationale and complexities of the microfinance-based 
entrepreneurs in Bangladesh when compared to small-scale Bangladeshi entrepreneurs 
in the UK. 
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4.4 Qualitative versus quantitative research 
     
A qualitative researcher can adopt better to the situation than a quantitative researcher. 
This is because qualitative research is much more flexible in its nature. The qualitative 
researcher can discuss matters in more depth and also adapt better to the interviewee’s 
knowledge. 
 
The positivist approach emphasises “quantifiable observations that lend themselves to 
statistical analysis” (Remenyi et al. 1998, p. 33). Alternatively, qualitative approaches 
acknowledge the complexity and unpredictable nature of individuals and the situations 
they find themselves in. It therefore tends to be more subjective in nature and revolves 
around exploring and reflecting on perceptions with the objective of gaining deeper 
understanding (Cavana, et al, 2001; Hussey and Hussey, 1997). As the user of 
microfinance does not know how to read and write well, the qualitative approach 
appears to fit well into this study. When examining the use of the quantitative and 
qualitative approaches, some fundamental methodology assumptions must be 
addressed. Firstly, in light of ontology, the nature of reality must be assumed. From a 
qualitative perspective, it is assumed that the researcher has some impact on the 
creation of reality. It assumes the world is socially constructed and deeper 
understanding is only gained by exploring the perceptions of the participants. It 
acknowledges that the observer has some impact on the object being observed (Hussey 
and Hussey, 1997; Roberts, 1997). By its very nature, qualitative research incorporates 
a certain degree of subjectivity as a result of this interaction between the researcher and 
the phenomenon being investigated and will feature some bias in its observation. The  
method can be seen to reduce these biases, the experience, knowledge and expertise of 
the researcher will be reflected in the interpretation of the phenomenon, but that is 
likely to enrich the analysis and findings. In terms of ontology, quantitative research 
sees the role of the researcher as quite separate to the phenomenon itself and the nature 
of the data retrieval seeks to remove all bias. Quantitative research views the world as 
objective and external to the researcher. This approach suggests a more objective view 
of what is being studied but does not reflect the complexities of many real-world 
situations (Creswell and Plano Clark 2007; Hussey and Hussey, 1997). 
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While ontological assumptions focus on the nature of reality, epistemology is 
concerned with just how these assumptions can be known and can thus be accepted as 
being valid knowledge. Positivism has long been associated with quantitative research 
(Remenyi, et al, 1998). Positivists suggest that only phenomena that can’t be observed 
and measured can contribute to knowledge and thereby seek to keep the role of the 
observer independent from the experience. This approach is useful in hypothesis testing 
and identifying external factors or variables on the phenomenon. “Phenomenologists 
attempt to minimise the distance between the researcher and what is being researched” 
(Hussey and Hussey, 1997, p. 49). This qualitative approach assumes that the viewed 
behaviour is a direct response to the experience, rather than accounting for other 
external factors. Each situation examined is unique and characterised by the actors 
involved. This will have a direct impact on the research design and outcomes from the 
research (Remenyi et al, 1998; Roberts, 1997). However, the acknowledgement of the 
specificity of this epistemology does not make it any less valid a choice but is 
precautionary in the outcomes that can be concluded and the ability to apply these to a 
widespread cohort. It is the exploratory nature of the phenomenologist approach that 
makes it so valuable and is particularly important in the study of the development of 
the work -life balance of micro finance- related entrepreneurs, as so little is known 
about this phenomenon, and so little research is currently available. 
 
Based on these assumptions, a phenomenological paradigm appears most suited to this 
research. This is because the role of the researcher will inevitably cross boundaries with 
that of the participants during the research process and the subsequent data analysis, so 
it is impossible to report from a truly external, non-participative perspective. Indeed, 
the interaction between researcher and respondents is important in clarifying 
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Despite the levels of trigger being sustained, some level of subjectivity will occur. 
Inevitably, qualitative research will be affected by the meanings, interpretations and 
actions of the researcher (Dick, 1997; Lindolf, 1995). A phenomenological paradigm 
does not attempt to make assumptions about the situation being studied and thereby 
assume them to be representative of a wider population, but reports on selected excerpts 
of data, seeking to better understand the objects of interest to the researcher.  
 
The experiences of users of micro-financed based businesses as the subject matter for 
this research have the potential to provide rich research data, which is likely to be best 
interpreted adopting a qualitative approach, but may benefit from a combination of 
approaches. Curran and Blackburn (2001) have acknowledged that until recently, like 
most business and management research, quantitative analysis and positivist 
explanations have dominated small business research. However, they suggest this trend 
is changing, as qualitative, non-positive approaches are more suited to this cohort. The 
main reason for this is the nature of small business as such a diverse group. Making 
generalisations about micro business from quantitative enquiries may be of limited 
value, as the nature, industry, practices and styles of business are so diverse in this 
group. Therefore, qualitative research methods have become more common as a 
method of exploratory enquiry into the subtle experiences of this cohort. 
 
The reality of business research is that the lines become blurred between approaches, 
and some attempt to mix the approaches can provide a wider picture of the phenomenon 
being studied. One approach need not be taken to the exclusion of others. Mingers 
(2001) advocates adopting a multi method approach to research. Most notably, this can 
be in an attempt at triangulation to improve validity of the research in mixing the 
methods of data collection, investigator triangulation, methodology triangulation or 
triangulation of theories or perspectives (Stake and Usinger, 2010). 
 
Zammit (2000), points out that the researchers should understand the advantages and 
disadvantages of both paradigms and their relative strengths and weaknesses so that a 
triangulation of procedures could be adopted by the researcher. In this way, any attempt 
made to combine both methods would be good to overcome limitations, to solve 
problems of method research and to compensate for their mutual and overlapping 
weaknesses. Kelle (2006) mentions both paradigms have specific limitations as well as 
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particular strengths. Selecting one research methodology would create bias, whereas 
every technique has certain limitations that can be complemented by using another 
methodology. Accordingly, a mixed methodology approach has been used in social 
sciences investigations using both quantitative and qualitative approaches (Deshpande, 
1983), though the mixed approach has several constraints (e.g. time, finance and scope 
of the study) (Saunders et al., 2007; Zammit, 2000).  
 
4.5 Data collection 
 
The primary data was collected from 152 microfinance users and four providers. The 
discussion will highlight inner influences such as reason for seeking microfinance, 
reason of popularity of women entrepreneurs, motivation factors for using 
microfinance and its contribution towards reduction of poverty, Finally, some 
inspection of the type of learning that may have resulted and how this may lead to the 
development of entrepreneurial capability. The Mymensingh region represents 
approximately 30 percent of the micro businesses in Bangladesh. This is therefore why 
the  Mymensingh region and users of microfinance were chosen for this study. 
 
The data collection focused on understanding subjective experiences about the 
qualitative aspects of poverty, such as feelings of susceptibility, deprivation, and 
helplessness. One of the main objectives was to understand in what way the 
obtainability of microfinance prejudiced the lives of constantly poor individuals and 
households. By concentrating on the lives of the borrower, a more multifaceted analysis 
of the experiences and lived actualities of poverty than what can be understood from 
household consumption figures, interest rates etc. This research involves data 
collection by questionnaire along with, focus groups interviews. In order to collect 
primary data author went to Bangladesh and during author’s trip, the author was able 
to meet with several micro-financed based women at their houses in the Mymensingh 
District. During the interviews, the women entrepreneurs brought up several concerns 
that they had with their current loans, such as uncontrollable debt, training, high interest 
rates and difficulties with repayment. Based on these initial interviews a survey was 
created to gather further information from MFI programme participants in order to 
determine if these and other concerns were widespread among MFI loan borrowers in 
the Mymensingh District. Also, based on information gathered from the initial trip, 
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several research questions were developed. Collection of data was quite difficult in 
some cases due to the very low level of education, and due to commuting to different 
rural destinations. The primary data was collected from 152 microfinance users and a 
four loan providers. 
 
 After several phone calls and  numerous emails to the Grameen Bank head office in 
Dhaka I was able to arrange a meeting with the head of the loan division. In order to 
arrange a meeting and to obtain permission and move this research forward, I was 
fortunate in obtaining  assistance from the additional Director of Bangladesh Bank, Mr 
Ramizul Islam and Mr Abu Sadeque, the Deputy Director of Bangladesh Bank. They 
also authorised the researcher to study monthly periodicals and central bank journals 
based at the Bangladesh Bank in Dhaka head office. These internal journals also aided 
the design of a pilot study questionnaire. A pilot study was conducted first with 10 
microfinance users before conducting the main research. There were some issues with 
language and with understanding microfinance users’ responses well. The author had 
to simplify questionnaires and  reflect upon and change the style of asking questions 
during focus group interviews. Due to lack of good infrastructure in Bangladesh 
commuting in general was quite difficult, especially rural areas.  
 
4.6 Data analysis 
 
A coding scheme was developed to transform the nominal survey data into numerical 
categorical data. Data was inputted into IBM SPSS version.22 statistical software. 
Variables were defined and labelled. The questions were divided into  two categories 
for analysis, Group and Score. Group variables were used to assign survey responses 
to a specific category. For example, the answer for the survey question pertaining to 
gender would fall into either 1=Male, or 2=Female. Score variables were used to 
measure the quantity of variables. The level of education or the age of a survey 
respondents are measured using the score variable format. Score variables were also 
used to measure answers using a Likert scale. Several of the questions relating to 
borrower satisfaction fall into this category. Details of SPSS generated outputs of this 
research are found in Appendix 8. 
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Descriptive statistics were generated from group data and are presented as percentages 
by categories for several questions of demographics, as well as several bivariate 
questions. A Chi-Square test was used to measure differences in expected versus the 
observed frequencies for several variables measuring borrower opinions. Also, 
Pearson’s product-moment correlation coefficient was used to determine the existence 
to statistically significant relationships between variables. Numerous longer form focus 
group interviews were also conducted to clarify several points not addressed in the 
surveys and to add context to the data collected. Responses from these interviews are 
included in the analysis. These descriptions and accounts add a deeper understanding 
of the microfinance programme borrowing experience and the challenges the borrowers 
face.  
 
4.7 Pilot study 
 
A pilot study was carried out to verify the satisfaction potential with the wording of the 
questionnaire.   
This pilot test was conducted on four microfinance-based entrepreneurs and they were 
not part of the sample. Before conducting the pilot, all questions were pre-tested to 
determine the likely length of the interview and to ensure details of all questions. A few 
questions were modified before the final interviews, as pilot study respondents did not 
understand  them. 
 
4.8 The sampling method 
 
The population frame is the total number of factors that the researcher aims to 
investigate or examine within a specific time in a particular setting. The present 
researcher identified and selected the target participant sample as specifically as 
possible, taking into account the aims and objectives of the study. Its main objective 
was to investigate the practicality of establishing whether the microfinance industry is 
working well in Bangladesh and the Bangladeshi community in London, UK. 
Therefore, the selection criteria for target participants were limited to the users of 
microfinance and some of MFI's field representatives. 
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The target participants were based in Mymensingh, Bangladesh. Mymensingh is 
bordered on the north by Meghalaya state of India and the Garo Hills, on the south by 
Gazipur district, on the east by districts of Netrokona and Kishoreganj, and on the west 
by districts of Sheirpur, Jamalpur and Tangail. The Mymensingh region represents 
approximately 30 percent of the micro businesses in Bangladesh. Also, target 
participants were Bangladeshi microfinance-based business entrepreneurs in London, 
mainly around the Whitechapel area. The sample used in this research paper was 
identified based on convenience (that is feasibility and access) as well as the capacity 
to reproduce results and display contemporary relevance (Remenyi et al, 1998; Curran 
and Blackburn, 2001; Yin, 2009). 
 
4.9 Sources of data for qualitative research  
 
Interviews were with over 152 participants. The focus group technique involved, semi-
structured interviews which were very useful as they helped to uncover participants’ 
business knowledge, entrepreneurial skills, and the main purpose for their use of 
microcredit. A focus group is, according to Lederman (Thomas et al. 1995), a technique 
linking the use of in-depth group meetings in which contributors are selected because 
they are a purposive, although not essentially representative,  specimen of a specific 
people, this group being ‘focused’ on a given theme. 
 
Approval was obtained from every participant for each interview to be recorded. 
Afterwards, all recorded material was transferred to computer disk for storage in MP3 
format and labelled with details of the particular date. 
 
4.10 The questionnaire design  
 
As the information gained from the participant interviews was pivotal to the data 
collection, a semi-structured approach to question design is considered most suitable. 
While a totally unstructured approach has the benefit of leading to open discovery, it 
can be restrictive in that matters explored may vary widely from interview to interview 
(Hussey and Hussey, 1997; Sekaran, 2003). To ensure reliability of data, care was taken 
to administer the interviews in the same way each time, as much as possible. This 
involved posing the question in the same manner and taking steps to ensure the 
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questions were understood in the same way by each respondent. Care was taken in the 
development of the questions designed to stimulate correspondence (Hussey and 
Hussey, 1997). Due to time and other resource   issues,  entrepreneurs based in London 
were interviewed individually. 
 
4.10.1 Three major thoughts with relation to the design of questions: 
 
1. The relevance of all questions with regard to the research problem (Frazer and 
Lawley, 2000). 
2. The ordering of questions to minimise bias and develop a suitable interview 
pattern (Cavana, et al, 2001; Frazer and Lawley, 2000). 
3. The advantages of using a mixed method of question type, incorporating open-
ended questions, closed questions and scaled responses (Cavana, et al, 2001; Frazer 
and Lawley, 2000; Hussey and Hussey, 1997). 
 
Conducting personal interviews can be time consuming and participants can lose focus 
if the time period continues too long. Although the fundamental purpose of the 
interview is deeper exploration of underlying and sometimes unseen issues, too many 
questions can run the risk of losing focus (Frazer and Lawley, 2000; Yin, 2009). To 
maintain relevance, all questions have been mapped both to the research problems 
identified for this study and the theoretical framework underpinning use of finance by 
micro business entrepreneurs. Any questions that did not directly address the research 
problem or support the theoretical framework were eliminated. This makes the process 
of analysis more straight forward as direct links can be made to responses and research 
expectations. 
 
Secondly, attention was given to ordering the questions having significant values. 
Cavana, et al (2001) describe the benefits of developing a logical pattern to the 
interview, predominantly through expediting the interview process due to the removal 
of communication barriers and encouraging the flow of information. This begins with 
selecting a suitable setting, developing rules for the interview,  providing a  background 
to the purpose of the interview and briefly previewing the style and expectations. In 
this study, the obligation of the participants was reviewed, in addition to revising the 
details of the information letter they had already received, and the letter of consent. 
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Once both the interviewer and participant were at ease,  the interview proper could 
begin. Here the order of the questions is paramount. Frazer and Lawley (2000. P.29) 
suggest that opening questions should be “simple, interesting and non-sensitive in 
order to gain respondent cooperation”. The subsequent order is important to minimise 
order bias and ensure responses are consistent and not influenced by the order of the 
questions. A copy of the interview questionnaire is attached in Appendix 5. 
As the purpose of the interview was to elicit deeper knowledge, a genuine intimacy and 
rapport needed to be achieved. Cavana et al (2001) suggest these result from caring, 
authenticity and sensitivity on the part of the researcher. In this study, the comfort and 
confidence of the participant was kept in mind at all times, with care taken by the 
interviewer not to pursue aspects that proved uncomfortable for the respondent. In 
accordance with the views demonstrated by Cavana et al (2001), the final phase of the 
interview focused on demonstrating similar consideration of the participant in 
reviewing the outcomes of the interview process, soliciting questions and concerns 
from the participant and giving advice regarding any future action to be taken. 
 
Thirdly, the most effective way to gain a deeper level of information during these 
interviews was to adopt a variety of question types in the question design. Open-ended 
questions, while being time consuming to administer and difficult to analyse, are useful 
in exploratory research and allow respondents to express themselves freely and 
minimise researcher bias in ‘leading’ responses. Cavana et al (2001) recommend the 
use of ‘stem-plus-query’ design, which includes the subject matter followed by the 
proposal of the question. This style was often adopted as it softens the questions, 
thereby making them less inquisitorial. This also has the advantage of creating intimacy 
and confidence, identified as important for this type of data collection. Open-ended 
questions are useful in soliciting new information. The research design for this study 
focused on semi-structured interviews so, as Yin (2009) suggests, this encourages the 
respondent to assist in developing ideas that are important, and as such their role may 
become more of an ‘informant’ than just a respondent. 
 
Closed questions were limited in their use during this interview. Choices tended to limit 
or lead the responses but were sometimes used for ease for both interviewer and 
participant, and provide some data for easy analysis. A dichotomous scale was 
occasionally used to focus responses in some basic areas (Sekaran, 2003). 
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In qualitative research, the most valuable outcome of the interview is to develop an 
understanding of the respondent’s world. It is acknowledged that the interview is an 
interaction between the researcher and participant. Question design and delivery 
underpin the success of this method of data collection (Cavana et al, 2001; Hussey and 
Hussey, 1997). 
 
4.11 Qualitative research and data analysis 
 
Much research lacks the personal stories of micro loan users, making the findings 
theoretical. By allowing microfinance users to explain their circumstances in their own 
words, this research provides useful in-depth information that is missing from much of 
the current research on microfinance.  
 
Qualitative study and,  specifically, focus-group interviews produce large quantities of 
data, which are inclined to overpower beginners as well as skilled academics. A central 
aim of data analysis, according to Robson (1993), is to decrease data. Yin (1989 and 
2009) points out that data analysis contains a number of phases, i.e. examining, 
categorizing and tabulating or otherwise recombining the evidence, in order to address 
the initial goal of a study. Krueger & Casey (2000) build on this concept and suggest 
that the purpose should drive the analysis; they believe that ‘analysis begins by going 
back to the intention of the study and survival requires a clear fix on the purpose of the 
study’.  
 
4.11.1 Applied projective methods for focus groups and intense interviews 
 
In qualitative research, projective techniques explore associations with brands, 
symbols, products, advertising, and images. They explore people’s subconscious 
feelings, beliefs, and desires. Respondents project their feelings and beliefs about other 
people or objects. In doing so, they reveal feelings and beliefs about themselves. With 
sensitive subjects, the technique works well. 
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4.11.2 Practical projective techniques 
The main practical and simple techniques are:  
• Metaphors, analogies, and similes 
• Third  party projections 
• Role-playing 
 
4.11.3 Third party projections 
With this technique, respondents were asked to describe what other people are doing, 
thinking, feeling, believing, and saying. Respondents were asked to project to a third 
party. Here are some examples of questions. 
“Who borrows from Grameen Bank? What is the real reason they use it?” 
“What does your friend think about Grameen Bank, Posika, BRAC bank?” 
Follow-up these questions and probe answers, using the third person. 
         
Use of third party projections for sensitive subjects. Third Party projections are very 
useful in terms of getting important feelings and belief-related data. This particular 
method was used for the research as microfinance users were reluctant to say any words 
which could dissatisfy the MFI's field representatives. 
 
4.11.4 Role-playing 
Role-playing related questions were asked to field representatives to assume a role and 
act the part. It is a variant of third party projection. 
“If you were the field representative, what would you do to improve the project?” 
“If you were the manager of this company, what would you do to reduce customers’ 
complaints?” 
“If you were in your friends or family member’s shoes, what would you do?” 
Role-playing related questions were asked mainly to derive recommendations. 
 
4.11.5 Associations 
Respondents were asked to link a word or image to a category, product, brand, or event. 
Then respondents were asked how the association ties to the topic. Some association 
techniques include word associations, imagery associations, and personifications. 
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4.11.5.1 Word associations 
Provide a prompt in the form of a word, phrase, or sentence and ask respondents to 
associate something with it. 
“When you think of your Grameen, Poshika, BRAC, what is the first thing that comes 
to mind?” 
“What comes to mind when you hear the term microfinance field representative in your 
area?” 
“When you see the Grameen, Poshika, BRAC bank logo, what image comes to mind?” 
 
4.12 Projective techniques and laddering 
 
Thomas J. Reynolds and Jonathan Gutman developed and introduced laddering in 
1988, based on Gutman’s Means-End Theory of 1982. They describe product 
attributes, consequences, and values (Reynolds and Gutman, 1988). Product attributes 
produce consequences that produce personal meaning (values) for product users. There 
are four levels to the features-benefits-emotions chain. They are: 
1. Features 
2. Functional benefits 
3. Higher order benefits 
4. Emotional benefits 
 
4.13 Limitations of this research methodology and reliability  
 
Reliability is a key criterion for measuring the quality of research. Broadly, it refers to 
the consistency of data collection and analysis. In order to conduct this research, the 
author was careful about the fact that, if a different researcher carried out the same 
research, subsequently they should get similar results, although, this might not be the 
case for qualitative methods, e.g. participant observation implicates researcher. Lincoln 
and Guba (1985) suggest the term ‘dependable’ instead of ‘reliable’ for qualitative 
research (Golafshani, 2003).  
 
Due to the considerable number of microfinance users in the Mymensingh region and 
in the UK, London based Bangladeshi microfinance makes a representative sample 
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almost impossible. However, it is vital for quantitative researchers to generate 
representative samples. Therefore, special consideration was taken when collecting 
quantitative data samples. 
 
Other problems encountered when conducting comparative/international research: 
 
▪ Managing cross cultural research groups i.e. ensuring that data collected is 
comparable in terms of categories and data collection methods 
▪ Obtaining funding for a project of this magnitude 
▪ Insensitivity to specific national or cultural contexts of certain data collection 
instruments 
▪ Problems of achieving equivalence between samples, variables and methods 
used e.g. nationality is often used as a surrogate for culture; differences attributable to 
nationality may be attributed to culture, and vice versa. For this research participants 
were kept well informed so that they did not alter their behaviour.  
 
According to Boddy, (2017) following biases may represent invalid decision making. 
Therefore, special care was taken in order to avoid possible biases.  Prior hypothesis: 
Select information which supports previous beliefs. Representativeness: Generalise 
from a small sample or a single vivid event – not properly researched. Optimism bias:  
due to a human tendency to judge future events in a more positive light than is 
warranted by actual experience. The illusion of control: Overestimate chances of a 
favourable outcome – those in senior positions with a record of success may over-
estimate the odds of a favourable outcome. Escalating commitment: Put in more 
resources despite evidence of failure – reluctance to admit the mistake. Relationship 
bias: Attachment to people or things affects decisions. More details of the limitations 
of this research will be explored in  Chapter Eight. 
 
4.14 Ethical considerations 
 
According to Murray and Beglar (2009: 32) “ethical considerations are an important 
part of conducting research and cannot be ignored”. In the context of this thesis, the 
term ‘ethics’ refers to the standards of performance that guided the researcher with 
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responsibility for this study in relation to the truths of those who are the subjects of this 
study, particularly in reference to data gathering and assessment, or indeed who have 
been affected by it, in accordance with Saunders et al. (2009).   
 
All participants were informed about the purpose of the research, confidentiality & 
anonymity of participants involved. Also, in order to protect participants’ interests, the 
purpose of the data, data security, transparency and protection of data were conducted 




The research endeavoured to show how microfinance-related business established their 
operational competence and mainly how poor people have been affected by 
microfinance-based business.  
 
This chapter discussed the research paradigms and different approaches to research and 
the chosen research methodology, in addition to the reason for choosing both 
qualitative and quantitative methods. 
 
This chapter also discussed the difference between qualitative and quantitative 
research. It also illustrated reasons for selecting the sample, data collection, data 
analysis and validity of the research, and explored the reason for choosing focus group 
interviews, along with the research ethics and limitations of the research 
methodologies. 
  







In the previous chapter the methodology for analysis and evaluation was explained and 
justified. In this chapter, therefore, a quantitative analysis and qualitative analysis is 
undertaken, which provides evidence regarding the negation of the hypotheses 
developed. This chapter will show and discuss an analysis of the findings. The findings 




The first part of this chapter illustrates the outcomes of the questions and interviews. 
Thereafter it will address three out of the four study questions. The fourth question  will 
be discussed in detail in  Chapter Six. The research questions that reinforced this 
research were: 
1. Has micro finance had a significant effect on female entrepreneurship in 
Bangladesh? 
2. What factors influence the sources of finance sought by micro business? 
3. What motivates micro business applicants to approach microfinance 
institutions? 
4. Is there any difference between the sources of finance sought by micro 
entrepreneurs in Bangladesh and Bangladeshi micro entrepreneurs based in the UK? 
 
5.3 Research hypotheses 
 
The following hypotheses were proposed and tested in this research. The reason for 
choosing hypotheses one was that most of the data researchers have received was based 
on women entrepreneurs.  
Ho1: Micro finance has no significant effect on women entrepreneurs in Bangladesh. 
Ho2: Micro finance users do not need additional training on how to use microfinance 
facilities.  
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Ho3: It’s not possible to reduce poverty without micro finance 
Proposition: No significant difference in terms of entrepreneurial activities between 
UK-based Bangladeshi entrepreneurs and entrepreneurs based in Bangladesh. 
 
Testing of hypotheses: 
Ho1: Micro finance has no significant effect on women entrepreneurs in Bangladesh. 
 
On the basis of 152 respondents, as shown in Figure 5.1, SPSS data analysis indicates 
that we can’t reject null hypotheses, as p-value is more than 5%, which is a clear 
indication of microfinance and its contribution to woman entrepreneurs in Bangladesh. 
The main issue is to find out how successful  these entrepreneurs are and why they were 
targeted. Neglected susceptible Bangladeshi women in Bangladesh don’t have any 
knowledge or way to get finance from traditional banks. According to the following 
hypothesis result, women in Bangladesh need finance. Therefore, women were targeted 
by these MFIs. 
 
Figure 5.1: Microfinance and its effect on women entrepreneurs 
 
This research indicates that among women entrepreneurs, most or a majority of them 
engaged in micro and small business segments, and  in fact the majority of them lived 
or live in rural areas and have difficulty  accessing financial services. In addition to 
accessing  finance there are lots of other factors required to be a successful 
entrepreneur, such as use of technology and availability of technology, access to market 
information and how to use that information, and the concept of the opportunity cost 
of capital, training, empowerment, work and social life balance. 
 
In the UK, we see fathers as more than just breadwinners or disciplinarians and this 
change has not just floated into being. It is down to those who have sought to challenge 
old ideas, to live a different way and to challenge others to do the same. Unfortunately, 
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in Bangladesh, mainly in rural areas, this kind of social change is yet to happen. 
Although women are contributing and participating as the breadwinner in Bangladesh, 
their responsibility and contributions towards family matters are significantly higher 
than men. A key objective of many microfinance interventions is to empower women. 
Mosedale (2003) states that if we want to see people empowered it means we currently 
see them as being disempowered, disadvantaged by the way power relations shape their 
choices, opportunities and well-being. According to Mosedale (2003) empowerment 
cannot be bestowed by a third party but must be claimed by those seeking 
empowerment through an ongoing process of reflection, analysis and action. 
 
According to United Nations Research Institute for Social Development (2010) most 
women across the globe rely on the off-the-record work sector or the informal sector, 
informal economy, or grey economy for an income. With adequate help for women in 
terms of access to finance and other related entrepreneurial help, women entrepreneurs 
would have contributed more to the economic growth. The microfinance sector manly 
in Bangladesh has taken that initiative. As women represent a significant part of the 
world population it would be unwise  not to turn women’s’ strengths into opportunities 
for economic growth along with reducing the unemployment rate. According to 
Argawal (2010) female participation in counselling, working as a group, and businesses 
is appreciated to increase competence.  
 
A study by the World Survey on the Role of Women in Development (2009) among 
the Fortune 500 companies found that those with more women board directors had 
significantly higher financial returns, including 53 percent higher returns on equity, 24 
percent higher returns on sales and 67 percent higher returns on invested capital. In 
Bangladesh, the Prime Minister currently in power is Sheikh Hasina, leading the 
Bangladesh Awami League, and the opposition leader is Khaleda Zia, leading the 
Bangladesh Nationalist Party. These two women ministers have been dominating 
Bangladesh for over 20 years  even though they were not able to make a significant 
change in terms of women empowerment. After getting independence, in popular cities 
like Dhaka and Chittagong, there has been a crisis of labour supply. Due to cheap 
exports, the textile industry was in significant demand on the international market. 
Furthermore, after the 1971 war, the population of Bangladesh didn't have many 
employment opportunities. Therefore, they had to work for low wages which helped 
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the textile industry to export products cheaply to the international market. At that point 
in time women, especially in the urban area of Bangladesh, started to contribute 
towards the economic growth. Unfortunately, even though Bangladeshi women worked 
hard, their progression up the ladder was not significant enough. Before the 
introduction to microfinance in rural areas,  Bangladeshi women had very little 
opportunities to contribute to economic development apart from moving from the rural 
area to the town and working for the garments industry. 
 
“For on-farm enterprises, appropriate production technologies typically include: those 
that relate to subsistence food crops and small animals; those that take into account 
women's labour availability and workload as a constraint; and those that consider 
women's preferences as the intended users of the technologies” (Shah & Saurabh, 2015, 
p36). Much research on women in developing countries indicates that they can also 
help businesses nurture and economies flourish if they have, and if they are able to use, 
the right knowledge and skills in their employment. Unfortunately, in Bangladesh and 
also in UK-based Bangladeshi communities many of the barriers to women's 
empowerment and equality lie ingrained in cultural norms. Many women feel these 
pressures, while others have become used to being treated as inferior to men (Debarati 
and Jaishankar, 2012). Even though several studies suggest that female participation in 
employment plays a significant role,  social norms in most cases win the race. 
According to Sutton and Pollock (2000) the increasing access to the internet can also 
result in increased exploitation of women. Releasing personal information on websites 
has put some women’s personal safety at risk. Furthermore, Debarati and Jaishankar 
(2012) indicate that according to “Halt Online Abuse”, 73% of women were victimised 
through such sites. Types of victimisation include cyber stalking, harassment, and on-
line pornography (Morahan, 2000). Without providing adequate support and just 
offering the loan to poor entrepreneurs may create more issues, rather than a solution 
to alleviate poverty.  In the Andrapradesh area of India there were several cases of 
suicide due to women’s inability to pay, which presented a very negative image of 
micro finance industry in India. 
 
There are several barriers to female unemployment in the workplace which make 
women more susceptible to the suggestion to use micro credit. According to Stein 
(2009), gender-related barriers involve sexual harassment, partial hiring practices, 
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career progression, and unsatisfactory pay where women are paid less than men for 
performing the same job. Such barriers make it difficult for women in Bangladesh to 
advance in their workplace. Therefore, micro-credit firms were able to establish 
themselves well to persuade women. 
 
Ho2: Micro finance users do not need additional training on how to use microfinance 
facilities. 
 
Again, based on 152 respondents, the  following Figure 5.2 illustrates that we do not 
reject this hypothesis as p-value is more than 5 % and it is adequately clear from the 
frequency table that about 95.4% of entrepreneurs are interested in training on how to 
use microfinance facilities. Only 4.6% respondents were not interested in training, 
maybe due to lack of knowledge, not having enough time for training or maybe working 
in the same industry for a long period of time.  The smaller firms in particular, are 
reluctant to engage with formal training, regardless of the incentives offered (Jennings 
and Hawley, 1996; Stanworth and Gray, 1992), although, small-scale entrepreneurs in 
Bangladesh believe that they may improve their performances after receiving some 
training. 
 
Figure 5.2: Micro finance users do not need additional training on how to use 





Table 5.1: Interested in training 
 
 Frequency Percent Valid Percent 
Yes 145 95.4 95.4 
No 7 4.6 4.6 
Total 152 100.0 100.0 
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 Table 5.1 demonstrates that respondents are interested in training: the main question 
is who will provide training to these entrepreneurs.  Most of the field representatives,  
known as loan officers, are directly involved in day to day activities with micro finance 
users in order to collect loan repayments. Most of these loan officers are young 
graduates. Therefore, providing adequate training could enhance opportunities and 
wide-ranging facilities for both supply side and demand side factors. 
 
Ho3: It’s not possible to reduce poverty without micro finance 
 
We reject the null hypothesis, as p-value is less than 5% (Figure 5.3).  Microfinance 
clearly does not have a positive enough effect to eliminate poverty. Only 10% of the 
sample data suggests that microfinance is a tool to eliminate poverty (Table 5.2). About 
90 percent of respondents believe that small loans alone cannot eliminate poverty in 
Bangladeshi rural areas. They also indicated that even through 16 hours of hard work 
per day, some of the respondents were unable to reduce their loan amount and their 
standard of living did not change. Poverty is a global problem and it is estimated that 
more than half of the world population lives below US $2.50 per day (Shah, 2011). 
 




Table 5.2: Microfinance is a tool to eliminate poverty 
 Frequency Percent Valid 
Percent 
Cumulative Percent 
Yes 15 9.9 9.9 9.9 
No 137 90.1 90.1 100.0 
Total 152 100.0 100.0  
 
As Figure 5.4 demonstrates,  about 90 per cent  of the respondents  responded  NO to 
this question, which indicates they don’t believe that microfinance is the only tool to 
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eliminate poverty. This response may be due to the fact of taking the loan and not able 
to pay it back. However, through the focus group interview, they discussed lots of facts 
relating to the positive and negative contributions of the microfinance industry in the 
Mymensingh region. 
 




Table 5.3: Targeting by BRAC Bank 
 




Table 5.3 shows how one of the leading microfinance banks in Bangladesh, BRAC, 
differentiates between  its poor clients. An extremely poor woman tends not to have 
any job or is working in domestic cleaning service, or is begging, with no active adult 
male member in most cases,  nor any productive assets. Arguably, this kind of 
extremely poor client may not be fit for doing any kind of business. As discussed in the 
literature review chapter, BRAC recently recognised this issue. Apparently, one of the 
main aims of BRAC is to educate and help ultra-poor people first. Thereafter if these 
ultra-poor people fulfil BRAC's requirements then BRAC provides loan money to 
prospective entrepreneurs. 
 
The majority of the Bangladeshi population are Muslim. The majority of Bangladeshi 
small-scale entrepreneurs in the UK are also Muslim. Alpay (2013) noted that 15.6 % 
of the total of The Organisation of Islamic Cooperation population are still living on 
less than 1$ a day, which is well above the world average of 11.6% and developing 
countries average of 11.7% in the 2008-2010 period. Alpay (2013) also notes that 31% 
of the Organisation of Islamic Cooperation total population are still living below the 
income poverty threshold of $1.25 a day by remaining quite above the world average 
of 14% and developing countries average of 17% during the 2008-2010 period . 
Moreover, 42% of the total Organisation of Islamic Cooperation population is also 
noted to be living below the poverty threshold of $2 a day. Besides African countries, 
Bangladesh also stands out as having a very high incidence of poverty. In respect of 
the percentage of the population living below the national poverty lines, 
The Organisation of Islamic Cooperation members in sub-Saharan region once again 
have the highest ratios, reaching up to 70% in Guinea-Bissau (Figure 5.4). 
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Figure 5.5 stipulates that Malaysia, Turkey and Kazakhstan have the lowest rates of 
poverty. It is imperative to know about real poor people; where they live; what kind of 
assets they possess; what their education, health and housing conditions are; and what 
economic opportunities are available to them. With regard to  Bangladesh, the 
empirical data suggests that microfinance didn’t contribute enough to eliminate 
poverty. It is not possible to imagine sustainable socio-economic development in these 
countries without a significant rise in the standard of living of the population, especially 
in poor towns / areas in Bangladesh in terms of consumption, health, housing, and 
education. Investing in people must, therefore, be the highest priority for these 
countries as long as human capital limitations confine development or keep people in 
utter poverty. 
 
5.4 Perceptions of the importance of microfinance availability 
 
Table 5.4 and Figure 5.5 represents 93% of data the importance of Microfinance in 
Bangladesh. 
 
Table 5.4: Perceptions of the importance of microfinance availability 
 Frequency Percent Valid Percent Cumulative 
Percent 
157 of 290 
 
   Very important 76 50.0 50.0 50.0 
Quite important 65 42.8 42.8 92.8 
Not very important 10 6.6 6.6 99.3 
Not important at all 1 .7 .7 100.0 
Total 152 100.0 100.0  
 
Table 5.4 shows that most of the data was collected from a rural area of Bangladesh 
and this data provides some indication of the popularity of the microfinance industry 
in Bangladesh. 50 per cent of respondents indicated that it’s ‘very important’ whereas 
about 43 per cent responded as ‘quite important’. Furthermore, about 93 percent 
responded between ‘very important’ and ‘quite important’. Markowski (2002, p.117) 
states they have a dual mission: a social mission “to provide financial services to large 
numbers of low-income persons to improve their welfare”, and a commercial mission 
“to provide those financial services in a financially viable manner”. Data suggests that 
respondents perceived microfinance as quite important for their financial prospective 
although there is no clear indication of financial or social improvement . Simanowitz 
& Walter (2002) argue that microfinance is all about financial growth rather than social 
improvement, as there is more emphasis on financial and institutional performance. 
 
Figure 5.6: Importance of the  existence of micro finance 
  
 
Only 7 % responded between “not very important” and “not important at all” as they 
have seen bad consequences and couldn’t see any economic development, or they  
failed to use finance effectively. However, Figure 5.6 shows most of the respondents 
believe that microfinance is ‘very’ and ‘quite’ important for them.  
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5.5 Users of microfinance 
 
 About 84% of respondents are fairly experienced users. They've been using micro 
loans from one MFI or another for a few years, and 8% are intermediates in terms of 
using micro loans for about a year. Even though 84% of users are  fairly experienced 
users, a very limited growth of entrepreneurial activities is noticeable. 
 
Table 5.5: Users of microfinance 
 Frequency Percent Cumulative 
Percent 
A beginner 5 3.3 3.3 
An intermediate user 12 7.9 11.2 
A fairly experienced user 128 84.2 95.4 
A very experienced user 7 4.6 100.0 
Total 152 100.0  
 
 
Figure 5.7: Users of microfinance 
 
 
According to Table 5.5, among those 84 per cent most of the respondents were taking 
loans from three different microfinance institutions. They were borrowing over two 
years. Few respondents specified that in the past they were doing entrepreneurial 
activities for more than 10 years without any sort of MFI help. 
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5.6 Importance of microfinance facilities 
 
Different MFIs were providing different services and / or facilities to users of finance. 
Table 5.5 and Figure 5.7 certainly suggest that help with finance alone is not good 
enough: how finance is given, the monitoring and recording of repayment of finance 
plays a significant role in the success of financial sustainability for the future. Most of 
the respondents, about 99.3 percent, answered that microfinance facilities are important 
to them and facilities provided by current MFIs show huge room for improvement. 
Only one respondent believes that the facilities, such as for example how to use loan 
money effectively, are not very important. 
 
“Developing a broader range of quality, transparent, and affordable financial 
services—informed by client needs—is an imperative of financial inclusion today. 
The G-20, national policymakers, providers, and donors all agree that people should 
have access to: savings, payments, credit, and insurance” (CGAP, 2016). Table 5.5 
also suggests the need of a broader range of products desired by  microfinance users. 
 
 




Table 5.6: Importance of microfinance facilities 




very important 20 13.2 13.2 13.2 
quite important 131 86.2 86.2 99.3 
not very important 1 .7 .7 100.0 
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Table 5.7: Case processing summary 
 Cases 
Valid Missing Total 
N Percent N Percent N Percent 
Importance of 
microfinance 
facilities * user 
of microfinance 
152 100.0% 0 0.0% 152 100.0% 
 
 
Table 5.8: Importance of microfinance facilities * user of microfinance 
Cross tabulation Count 
 User of microfinance Total 

























0 0 0 1 1 
Total 5 12 128 7 152 
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According to Cross Tabulation Count between importance of microfinance facilities 
and user of microfinance, quite important VS a fairly experienced user scored the most 
114. This table illustrates research questions two and three. 
 
 
According to the Cross Tabulation Count between the importance of microfinance 
facilities and the users of microfinance, quite important VS a fairly experienced user 
scored the most: 114. This table illustrates research questions two and three. 
 
Table 5.9: Chi-square tests 
 Value df Asymp. Sig. 
(2-sided) 
Pearson Chi-Square 27.858a 6 .000 
Likelihood Ratio 11.879 6 .065 
Linear-by-Linear 
Association 
.003 1 .954 
N of Valid Cases 152   
 
8 cells (66.7%) have expected count less than 5. The minimum expected count is .03. 
 
The Chi-Square test, again the act of combining scores (cells), will reduce the degree 
of freedom but increase the p-value. The p-value has not increased sufficiently to 
overturn the rejection of the null hypothesis. 
 
Table 5. 10: Chi-square tests 








.356a 1 .551   
Continuity 
Correctionb 
.015 1 .903   
Likelihood Ratio .321 1 .571   
Fisher's Exact Test    .629 .410 
Linear-by-Linear 
Association 
.353 1 .552   
N of Valid Cases 140     
 
1 cells (25.0%) have expected count less than 5. The minimum expected count is 1.37. 
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Computed only for a 2x2 table. 
 
5.7 User by gender 
 
Out of 152 users, 150  (about 99%) were female. Evidently, Table 5.11 shows 
microfinance projects were targeted at women. As discussed in Chapter Two and 
Chapter Three, according to the history of Bangladesh, normally women devoted most 
of their time to children and family. However, credit alone is not adequate enough to 
empower women and to contest existing gender norms. Al-Amin and Chowdhury 
(2008) critically argued on women’s control over credit and savings. 
 
Table 5.11: User by gender 
 Frequency Percent Valid Percent 
Male 2 1.3 1.3 
Female 150 98.7 98.7 
Total 152 100.0 100.0 
 
 




5.8 Age group 
 
About 94% of the sample data indicates that most of the users of microfinance are in 
the age group 26 to 45. Only 6% belong to the 16-25, 46 to 55 and 56-65 age groups. 
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This could be related to the young family, specially the age group between 26-35, 
striving for growth or survival. As the microfinance industry in Bangladesh started in 
the 70s recently the 2nd and even 3rd generations started to take part in the industry. 
However, if the microfinance industry had been doing well, then the 2nd and 3rd 
generations would have been wealthier. Therefore, successful entrepreneurs would 
have associated with the medium or large scale of business operation rather than 
working and or being heavily dependent on microfinance-based business. 
 
 
Table 5.12: Age group 
 Frequency Percent Valid Percent Cumulative 
Percent 
16-25 2 1.3 1.3 1.3 
26-35 83 54.6 54.6 55.9 
36-45 60 39.5 39.5 95.4 
46-55 4 2.6 2.6 98.0 
56-65 3 2.0 2.0 100.0 




Figure 5.10: Respondents of micro finance users by age group 
 
 
5.9 Interested in training 
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One of the main reasons for this research was to find out whether training is an 
important factor for these microfinance users. The following data indicates 95% of 
respondents would like to receive training in order to enhance their performance. 
Therefore, better training facilities may enhance microfinance users’ entrepreneurial 
activities, as discussed in the literature review chapter. 
  
Figure 5.11: Importance of training in the micro finance industry 
 
 
5.10 Interest rate charged 
 
Most of the users of microfinance were not sure about the exact rate of interest  
respondents are paying, as field representatives do not clearly explain this to the users. 
Respondents believed that the interest rate they pay for a little amount of money is quite 
high.  
 
In Bangladesh from the start of the microcredit programme in the late 1970s, there has 
been  strong criticism of the high interest rates charged by MFIs. In recent years, one 
of the main criticisms which caught the attention of academics and practitioners about 
MFIs has been its high interest rate. MFIs’ irrationally high interest rate to poor 
entrepreneurs is one of the contrary aspects of alleviating poverty. Figure 5.11 
illustrates and supports this argument about the high interest rate. Over 95 percent of 
respondents answered ‘Yes, microfinance users believe that they are paying high 
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interest rates’ as opposed to only 4.6 percent of respondents being happy with the 
interest, even though they are unable to pay back the loan money. 
 




Table 5.13: Effective interest rate by region and intervals 
 
 
Calculations of interest rates tend to be very complicated. Numerous factors govern the 
effective interest rate (EIR), which is the real price of the loan that the borrower pays: 
a) the stated interest rate; b) the method used to calculate the interest rate—simple 
versus compound interest rate; c) the method in which the principle of the loan is treated 
in calculating the interest rate—the declining balance method or flat method. The 
highest and lowest average effective annual interest rate charged by several partner 
organisations of Pail Karma-Sahayak Foundation(PKFS) show a range of 24% to 32%. 
PwC (2017) in Appendix 4, illustrates  the interest caps in Bangladesh. For the poor 
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entrepreneurs, 30 percent interest and on top of it other chargers are creating issues for 
their progress. 
 
5.11 Banks have good scope through microfinance: 
 
The purpose of this question was to ascertain whether banks, not MFIs, could provide 
similar types of loan to small-scale entrepreneurs in order to maximise profit. About 
61% of respondents  answered ‘Yes’ to this question , 30% ‘No’ and 8.6% did not 
answer. 
 
Table 5.14: Banks have good scope through microfinance 
 Frequency Percent Valid Percent 
Valid Yes 93 61.2 66.9 
No 46 30.3 33.1 
Total 139 91.4 100.0 
Missing 99.00 13 8.6  
Total 152 100.0  
 
 
Figure 5.13: Banks and entrepreneurs scope through microfinance 
 
 
5.12 Loan from banks or MFIs 
 
Table 5.14 above shows 80% of respondents prefer MFIs instead of banks, maybe due 
to the fact that most respondents were not able to receive any assistance from banks. 





Table 5.15: Statistics loan from banks or MFIs 









Table 5.16: Loan from banks or MFIs 
 Frequency Percent Valid Percent 
Valid Banks 30 19.7 19.7 
MFIs 122 80.3 80.3 
Total 152 100.0 100.0 
 
 
5.13 Factors are more crucial for rapid growth of MFIs  
 
87% of the respondents believe that availability of finance was the most important 
factor for rapid growth of MFIs in Bangladesh. 
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Valid Low interest rate 3 2.0 2.0 2.0 




16 10.5 10.5 99.3 
Repayment factor 1 .7 .7 100.0 
Total 152 100.0 100.0  
 
 




5.14 Microfinance has helped in rural Bangladesh  
 
Evidently, 94% of respondents believe that microfinance has helped them a lot. As 
Bangladesh was relatively newly- independent,  with  issues relating to the two major 
political parties, the government was unable to provide enough assistance to the poor 
people of Bangladesh. 
 
Table 5. 18: Microfinance has helped in rural Bangladesh 
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Skewness 3.773 
Std. Error of Skewness .197 
Minimum 1.00 
Maximum 2.00 
Percentiles 25 1.0000 
50 1.0000 
75 1.0000 
   
 
 
Figure 5.16: Microfinance and its contribution to rural Bangladesh 
 
 
As illustrated in Figure 5.16, according to 94 per cent of respondents, microfinance did 
help rural areas of Bangladesh, more specifically the Mymensingh district which is the 
study area in this case.  
 
5.15 Concept of rural vs urban 
 
Almost all respondents(98.7) per cent believe that micro finance will work mainly in 
rural areas. In Bangladesh, rural areas do not have enough opportunities for 
employment or business. Therefore, the cost of living is very low. However, in urban 
areas, the low loan amount may not be able to give a good return and it is hard to 
survive, due to lack of adequate capital and lack of knowledge on how to combat in 
business , mainly in  fast-growing urban areas. 
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Figure 5.17: Comparison of micro finance concept rural vs urban areas 
 
 
5.16 Microfinance and its contribution to unemployed urban youth 
 
Even though respondents believed microfinance is mainly applicable to rural areas, 
they also believe that the microfinance concept will contribute to reducing the 
unemployment rate in urban areas too. 
 
 
Figure 5.18: Microfinance contribution to unemployed urban youth 
  
 
Figure 5.18 illustrates the micro finance industry's contribution to the reduction of 
urban youth unemployment.  98.7 percent of respondents agree with that. MFIs 
managed to improve the unemployment rate as the government was unable to reach out 
to the poor young people in Mymensingh district. 
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5.17 Domination of microfinance Institutions (MFI) 
 
Four major MFIs are dominating the Mymensingh District area of Bangladesh. 
Grameen and ASA have about 90% of the shares.  
 
Table 5.19: Dominance of microfinance institutions in terms of clients 
 Frequency Percent Cumulative Percent 
Grameen 80 52.6 52.6 
ASA 56 36.8 89.5 
BRAC 8 5.3 94.7 
Proshika 6 3.9 98.7 
    
Other 2 1.3 100.0 
Total 152 100.0  
 
According to Table 5.19,  this research shows that the top few firms are dominating the 
micro finance industry in Mymensingh district, one of the big districts of Bangladesh. 
This is also an indication of unfair competition, and mainly poor clients are badly 
affected. More information on types of business operations by microfinance-based 
entrepreneurs can be found in Appendix 7. Details of the top 50 MFI’s operations are 
shown in Appendix 3.  
 
Table 5.20: Dominance of microfinance institutions in terms of members 
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5.18 The future of microfinance and entrepreneurship 
 
This was an open question and most of the respondents were unsure about the future of 
micro finance. A few said, ‘Not good’, as they are not actively using finance for 
business purposes. A few said, ‘monitoring and hard work could bring a better future 
for the next generation’. 
 
5.19 Focus group data analysis 
 
Berkowitz (1997) suggests considering six questions when coding and analysing 
qualitative data: common themes emerge in response to specific topics, and patterns 
(or lack thereof) help to illuminate the broader central question; any deviations from 
these patterns; participants' environments or past experiences related to their behaviour 
and attitudes; interesting stories emerging from the responses and how they help to 
illuminate the central question(s); these patterns suggest that additional data may be 
needed; therefore  the central questions need to be revised; the patterns that emerge 
similar to the findings of other studies on the same topic or, if not, this might explain 
these discrepancies. 
 
Bogdan and Biking (1998) provide common types of coding categories but emphasise 
that authors’ central questions shape their coding scheme: Setting/Context codes; 
Defining the situation codes; Respondent perspective codes; Respondents' ways of 
thinking about people and objects codes; Process codes ; Activity codes ; Event codes; 
Strategy codes; Relationship and social structure codes and finally Method codes. 
These all identify the research approaches, procedures, dilemmas, and breakthroughs. 
 
Some common ideas emerge in response to the question of micro finance and its 
usefulness. The main reasons these people get loans are to repair their house roof, to 
buy mainly rice and vegetables, and to organise and spend money on  weddings for 
their daughters. A few respondents were taking out a loan from one MFI to repay 
another MFI. In Bangladesh, due to the huge number of microfinance institutions and 
MFIs tending to compete with each other,  this type of unintended competition leads to 
the creation of issues in the community. These difficulties comprise borrower over-
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indebtedness, reduction of loan repayment incentives, and increase in unpaid debts 
(Luoto, McIntosh, & Wydick, 2007). Some of the fairly experienced users of 
microfinance were not able to improve their lifestyle. Most of them responded ‘Like to 
have more loans’, hence more MFIs.  The Grameen Bank and ASA  mainly dominate 
in the Mymensingh region. 
 
Qualitative data analysis revealed six overarching themes across the ten focus group 
types that address the usefulness of micro finance, as well as entrepreneurial skills- 
related areas. Within each of the major themes, a number of sub-themes were identified. 
Sub-themes will be discussed within the presentation of each theme. 
Overarching focus group themes: 
1) Positive experiences with micro loan 
2) Stereotyping and negative experiences with micro loan 
3) Barriers 
4) Training-related issue 
5) System challenges / barriers to growth and progress 
6) Field representatives’ recommendations 
 
5.20 Respondent satisfaction of microfinance 
 
Across many focus groups, participants reported satisfaction with services and positive 
feelings about the money they are getting. Main participants reported that they were 
getting money easily. A prominent sub-theme identified within this overarching theme 
is that many respondents who reported satisfaction with micro loans reported receiving 
services from several MFIs. 
 
Some of the respondents stated the following similar statements:  
“I like that several microfinance banks give us money and with the money we can at 
least survive”   
 
“Without MFI we don't have any other hope from anywhere" 
 
“I am grateful for the help that microfinance has given me here in this area. I think, 
without this loan, me and my family wouldn’t survive. It is very significant for me and 
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my family members. As I don’t have any other alternative, this loan is very important 
in my life.” 
 
“I like the Grameen service because the Grameen field representative treats me as if I 
am one of them. I am happy with some of them as they are willing to talk to me, and 
they do have feelings for us too. Without these kinds of loan, we would have a very 
difficult time. Our government do not support us at all.” 
 
One of the respondents stated the following: “[I feel] appreciative of the help that 
microfinance given us here in this village because, without it, I think that without this 
loan, we wouldn’t survive. It is very important in our lives, well at least in mine. This 
loan is very important in my life.” 
 
“I like the BRAC service because the BRAC field representative treats me as a human 
being. I can talk to him about anything, and I can see  that he is listening and that he 
is concerned. He gives me feedback, and I can say things you can’t say to another one. 
I mean, you can say things that you can’t say to another person. I’ve had a lot of help 
and it’s been a while since I’ve been in that very bad state as I wasn’t able to buy any 
food, so I’m very thankful to Allah for these people, because I feel that I got the help I 
needed”. 
 
5.21 Stereotyping and negative experiences with micro loans 
 
Across most focus groups, respondents reported a number of negative experiences with 
a micro loan in which they felt stereotyped, disrespected, or dismissed by providers. 
Many respondents reported similar experiences in broader society, and some expressed 
concern about the Bangladeshi banking systems and its bad practices.  
 
One respondent believed that the provider implied something negative – that she sold 
her land or something else to pay off the high interest. In discussing how she felt about 
this encounter the respondent stated: “I work every day about 16 hours  a day, including 
looking after my four kids, but I’m not able to save some money for the future, for 
refining my business activities. I don’t understand when I will have some savings, and 
how I will be able to achieve that.” 
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In addition to reports of impression stereotyped and insulted, respondents discussed a 
range of experiences in which they felt the micro loan  was not good enough, some 
field representatives were impolite, their expressions of distress were misunderstood, 
they were not listened to, or they felt invisible to representatives. More than 100,000 
from poor middle-class families work for MFIs as  credit officers. According to one of 
the credit officers: “I have to work till 10pm most days as my boss does not authorise 
me to leave the borrower’s house until I receive an instalment of the loan.” 
 
According to some microfinance-based entrepreneurs, field representatives (loan 
collectors) are under pressure to achieve their target of loan collections for a day or 
week. Borrowers feel some concern about loan collectors. One borrower says:  
“We often hear when the manager is telling the credit officer if they do not collect 
money from us then the manager will cut money from the credit officer’s salary. Young 
credit officers always appear to be afraid of losing their job. The managers tend to use 
very abusive language to credit officers.” 
 
5.22 Trust and microfinance users 
 
In all focus groups, participants discussed a variety of factors that either fostered or 
impeded the development of trust and a positive working association with providers. A 
lack of confidentiality was noted as one such factor. Respondents raised concerns about 
providers using information discussed with them. As stated by one respondent: 
Whether the representative is from BRAC, Grameen or any other MFI – it doesn’t 
matter which religion a person is, first you have to trust. And then you still won’t come 
clean because of what they put down in your record. Whatever you say, they hold it 
against you. So now you have to think, I want to talk to this guy, but some things that 
I say he is going to hold  against me. 
 
Respondents also raised concerns about personal information being shared in meetings 
with other providers. Discussing this, one participant said:  
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(Respondent) Can I say something about this question that you are just asking? I used 
to get a loan from Grameen Bank for about two years, and I had trouble with a Grameen 
field representative with something very personal. 
(Moderator) You’re talking about the importance of trust? 
(Respondent) Yeah, but then they go into their little meetings and discuss our cases, 
even though it’s supposed to be kept confidential. 
Respondents in this and different focus groups noted that provider willingness to bend 
the rules and communicate a willingness to be helpful. In turn, this would lead to 
respondents opening up with providers and sharing more in sessions. 
Unable to read and write is one to the big barriers for the large number of respondents. 
“We always put our signature in  the log book, whatever the field representative writes 
on the book. I took only $100 loan but keep on paying for it for a long period.” 
 
5.23 Service-related issues including training 
 
For many, the need to engage in training emerged from situations in which they felt 
that providers were not listening to them, or they were pushing recommendations that 
were different from what they wanted or felt they needed. For instance, one respondent 
discussed an experience in which she was facing challenges with her sources of knitting 
materials, and her provider only attended to her loan need. This participant described 
feeling that her provider was pushing her away by not addressing her needs properly; I 
had a problem with buying materials, and the field representative’s first response was: 
‘I’m going to get you some loan. You need to buy and think what to buy. I have only 
given you loan money and collect money from you - nothing else.’ I felt that she was 
just pushing me away. 
 
Many respondents discussed persistence in speaking up as an important component of 
advocating for their needs. Many stated that they believed that if they expressed their 
needs consistently enough, and with intense emotion if necessary, providers would 
eventually listen. 
 
Respondents noted many similar situations in which they had to advocate for their 
needs to be met. Further, some noted that at times they sensed that providers did not 
like their asking questions or pushing for their needs, but because they were trying to 
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advance their recovery, they remained persistent, without fully understanding how they 
would benefit loan seekers. 
 
5.24 Systemic challenges / barriers to growth and progress 
 
Systemic challenges and barriers to micro finance were prominent themes that arose in 
all focus groups. Respondents discussed a range of experiences that they felt impeded 
effective support to address their needs. Numerous barriers were particularly noticeable 
across focus groups and gave rise to many examples in which respondents noted how 
they made it more difficult for them to get help. 
 
Some of these include: 
1) Providers don’t have enough time for them. 
2) Respondents want regular advice on business improvement and how to operate 
the business. 
3) Respondents are only being seen in groups. 
4) Respondents believe that representatives don’t care about them; they only care 
about money. 
5) The procedure of recording on paper instead of using advanced IT and the 
mobile banking system. 
6) Providers’ misunderstanding of respondents’ needs, as some respondents were 
not using the money to improve their business. 
7) Respondents feeling controlled by a few MFIs. 
8) All MFIs undertakings followed very similar processes. 
 
Addressing these and other systemic barriers to a micro loan, respondents described 




5.25 Field representatives recommendations 
 
Only three focus groups had field representatives. In the relevant focus groups, field 
representative respondents offered a range of recommendations, as follows: 
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Help users by facilitating the creation of a business community via construction of 
mutually supportive local business networks. 
 
Organise events and provide services and support to the local community to discuss,  
explore and evaluate entrepreneurial opportunities. 
 
Several recommendations for developing additional peer-based services and support 
were offered which suggested an interest in greater consumer involvement in service 
provision, training and decision making: Provide more opportunities for peers to help 
other peers; this makes people feel good. Involve peers more in training provision. 
 
Providers need more training about local culture and different business communities. 





The chapter endeavoured to conclude how micro finance-related business advanced 
their operational competence and female entrepreneurship. It also presented the 
motivation factors of micro business applicants to approach microfinance institutions, 
mainly in Bangladesh. Furthermore, sets of hypotheses have been developed to test 
operational aspects of the MFI dichotomy and to explore need and issues related to the 
microfinance industry in Bangladesh. In doing so the justification of the methods of 
statistical analysis have been explained and justified. Equally the justification of a 
sample for analysis has been undertaken, as has the use of the data selected to support 
the analysis. This chapter therefore sets the ground for subsequent chapters in which 
these three hypotheses are critically analysed, and conclusions derived from the 
analysis. Chapter Six will discuss the difference between sources of finance sought by 
micro entrepreneurs in Bangladesh and Bangladeshi micro entrepreneurs based in the 
UK. 
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CHAPTER 6 
Findings on UK-based Bangladeshi Small-Scale Entrepreneurs 
 
 
6.1 Summary  
 
An empirical analysis of Bangladesh-based Bangladeshi microfinance entrepreneurs 
was discussed in the previous chapter. The results of the last chapter analysis 
demonstrate that the micro finance industry shows room for improvement in terms of 
management, interest rates, and genuine empowerment of women. In this chapter the 
findings and analysis of UK-based Bangladeshi entrepreneurs is considered. 
Furthermore, this chapter will make a comparison of microcredit take-up and success 
in business development between the UK-based Bangladeshi community and those 




The thesis is primarily concerned with the area of microfinance with a particular focus 
on critical evaluation of its impact on the end user. The chapter will start with a 
proposition on whether  there is any significant difference in terms of entrepreneurial 
activities between UK-based Bangladeshi entrepreneurs and entrepreneurs based in 
Bangladesh. Thereafter, it will demonstrate and discuss the findings of small-scale 
entrepreneurial activities in London. Also, later in this chapter it will compare and 
contrast  the UK-based Bangladesh entrepreneurs and entrepreneurs based in 
Bangladesh. 
 
Proposition: No significant difference in terms of entrepreneurial activities between 
UK-based Bangladeshi entrepreneurs and entrepreneurs based in Bangladesh. 
 
Qualitative research was done mainly in the East London area. Respondents were 
selected based on users of microfinance in the East London area who originally came 
from Bangladesh. Overall, semi-structured interviews with 15 micro business 
proprietors took place for this research. The main points are small-scale entrepreneurs 
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do not take finance from banks or any financial institutions. Most of them take money 
from loan sharks and pay a significantly high rate of interest. According to the Money 
Advice Service (2017), loan sharks are the illegal lenders who seem friendly at  the 
beginning and target low-income and desperate families. However, borrowing from 
loan sharks is never a good idea. A loan shark often offers little or no paperwork for a 
credit agreement or record of payments; refuses to give information, such as the interest 
rate; takes as security things such as a bank card or passport,  adds additional charges 
without any notice, and refuses to settle the debt. 
 
A few entrepreneurs don’t have a visa to work in the UK, and they pay high rent, as 
they can’t take out a lease for the location of the open street market directly from the 
council. Main finance sources are loan sharks, family members and friends, and savings 
made from other jobs. In terms of training, none of the small-scale Bangladeshi 
entrepreneurs have received any formal training. Communication, and especially the 
English language, shows huge room for improvement. Entrepreneurs mainly 
communicate in Bangladeshi “Bengali" and Indian "Hindi" languages. 
 
It was impossible to gather entrepreneurs as a group in London due to entrepreneurs 
long working hours, competition and lack of motivation to attain the focus group 




6.3 Compare and Contrast UK based Bangladeshi entrepreneurs and 
entrepreneurs based in Bangladesh  
 
There are many ways in which comparative studies can contribute to knowledge about 
business relations. One of the main reasons for studying the experiences of other 
societies is to gain a better insight into our own country’s financial institutions and 
practices. The reason for studying internationally comparative business relations 
includes the need to understand the relative significance of various factors such as 
education, technology, finance policies, laws and culture in determining the type of 
industrial relations systems adopted by different countries. Entrepreneurial issues are 
important in all countries: the growth of commercial and industrial links has made it 
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imperative for governments, employers and entrepreneurs to be aware of the patterns 
and idiosyncrasies of financial markets in other countries. For example, certain 
governments try to maintain up-to-date analyses of business relations in other 
countries. One of the challenges of comparative studies is the choice of what and how 
to compare. As Schregle (1981, p.16) argues: “international comparison in industrial 
relations requires the acceptance of a reference point, a scale of values… a third 
factory to which the industrial relations systems or phenomena of the countries being 
from”. 
 
It is important to bear in mind that ideology is a significant issue - and sometimes a 
problem - in shaping the framework within which research questions are formulated 
(Korpi 1981). Industrial relations research in  English-speaking countries, for example, 
tends to focus on procedural and institutional approaches to problem-solving, 
predominantly within a pluralist framework. Researchers have also tried to formulate 
broader theories to explain similarities and differences between countries. From a 
radical left perspective, industrial relations issues tend to be seen as only one 
component of a larger concern with economic and social change and relationships 
between classes. In some countries, such as Sweden and France, there is a combination 
of approaches so that Marxist-oriented research is tempered by a pragmatic orientation 
towards public policy (Doeringer et al. 1981). Another approach has been developed 
in the USA by political economists.  
 
In terms of the type of business and opportunities, Bangladesh-based entrepreneurs are 
limited or lack  options. They are limited to supply chain networks and a limited number 
of buyers. By contrast, the UK-based entrepreneur is open to several options and has 
good connections to supply chain networks. Also, the UK- based small-scale 
entrepreneurs have diversified buyers, although predominantly Bangladeshi customers 
in the East London area. 
 
6.4 Length of business 
 
They are very similar in terms of the number of years in the business; however, a few 
UK- based entrepreneurs are significantly more experienced than Bangladeshi small-
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scale entrepreneurs. In addition, a few experienced UK-based small-scale entrepreneurs 
have between three and five shops on the same high street in London. 
 
6.5 Number of employees 
 
UK-based small-scale entrepreneurs tend to have a few part-time employees as they 
have more than one store, and also operate long hours. The entrepreneurs tend to deal 
with most of the workload. Although entrepreneurs in the UK have one or two 
employees, however, their employees don’t have any formal contract.  
 
Bangladesh-based small-scale entrepreneurs do not have any employees, only family 
members tend to help them. No formal written contract exists among family members. 
 
6.6 Education background 
 
From the sample, most of the UK-based Bangladeshi entrepreneurs are literate and have 
primary and secondary level education, whereas Bangladeshi micro finance-based 
entrepreneurs do not know how to read and write well. It is very difficult for illiterate 
people to deal with financial matters i.e. principal loan amount taken, and how much 
they have and to repay, and timings of the payments. However, although UK-based 
Bangladeshi entrepreneurs were literate or had a little education, they were still  
repaying a high amount of interest to loan sharks. Leather goods and gift shop owners 
expressed some interest in training, although only on the job training. 
 
6.7 Family experience in owning business 
  
Neither groups  have experience and they have not inherited their business from 
family members. Only a few respondents have indicated some sort of experience with 
relation to selling fruit, vegetables or fish. Although experiences are not significantly 
different between the two groups,   UK based small-scale entrepreneurs show 
significantly more profitability compared to Bangladesh-based entrepreneurs. One 
UK-based Bangladeshi entrepreneur quoted: “First time in my life I am selling fruit 
and vegetables. In fact, first time in my life I am working on the Whitechapel High 
Street. It’s really cold in the winter time”. 
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6.8 Business goals 
 
Both groups showed their main goals are mainly towards consumption-related 
expenditure. However, a few UK-based entrepreneurs would like to catch up with the 
trend and lifestyle, the idea of buying a job, and saving and sending money to 
Bangladesh. This shows that Bangladeshi entrepreneurs’ goals in both cases are just to 
pay regular consumption-related expenditure. The survival instinct doesn’t change 
significantly even though they live in a developed country like Britain. Business goals 
in terms of daily activities, what to sell and at what price were in some cases clear to 
both groups. However, most groups represented a narrow framing approach to setting 
goals. Both groups were unclear about the wider frame and long or even medium-term 
goals. There are various explanations for individuals owning their own ventures 
(Monahan, Shah & Mattare, 2011; Walker & Brown, 2004).  
 
6.9 Sources of finance 
 
UK-based entrepreneurs’ main sources of finance are from loan sharks along with some 
of their own savings, whereas Bangladesh-based small-scale entrepreneurs are mostly 
based on microfinance institutions. Both parties are on average paying high interest 
rates. Both parties are not satisfied with the rate of interest and repayment of loan they 
are paying to loan sharks and MFIs. It is quite clear that poor people tend to face a real 
challenge in moving up  the ladder. Although sources of finance are not the real issue 
in both groups,  rates of interest and the process of loan collection from these poor 
people seem to be the real issue for UK-based Bangladeshi entrepreneurs and 
Bangladesh-based small-scale entrepreneurs. Microfinance companies should integrate 
social and environmental concerns in their business operations and in their interaction 




Firstly, this research highlights that 99% of Bangladesh-based microfinance business 
owners’ respondents are female whereas 100% of UK-based micro business 
entrepreneur’s respondents were male. Secondly, it highlights how entrepreneurs in 
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both countries seek  finance and what factors influence sources of finance, and thirdly, 
how entrepreneurs in both countries deal with operational aspects of business. 
Microfinance institutions show deficiencies in social and operational concerns. 
 
 Overall, it was observed that the predominantly micro finance business management 
problems faced by micro businesses in Bangladesh were very similar to what  was 
found among micro businesses in the UK. In particular, like most other business owners 
around the planet, microfinance-based entrepreneurs had aspirational goals for their 
businesses (e.g., expanding entrepreneurs, inventory of products, serving their 
customers well, and expanding and growing their business). However, this research 
found  that many of these businesses did not have clear plans for what they required to 
do to accomplish their business goals, nor did they have any way to quantify how they 
might be managing against those goals. Without proper feedback on how their business 
is doing, and no easily available channel to get targeted business advice, both groups 
are having a hard time  paying back their loans. Both groups showed their main goals 
are to survive, and only a few UK-based entrepreneurs would like to catch-up with the 
trend and lifestyle. 
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CHAPTER 7 
More on Findings and the Future of the Micro finance industry 
 
 
7.1 Summary  
 
The research finds that the reality of micro credit amongst the respondents was to lock 
them into increasing debt. It has also been argued, however, that the development of 
the microfinance industry is continuing to evolve and it is necessary to consider the 
possible implications of this for the argument regarding regulatory, management, 
interest rates, training, motivation and administrative primacy. These factors, together 
with other changes in the microfinance industry, form the subject matter of this chapter.  
 
7.2 Introduction  
 
In this section, the overall discussion addresses the MFI and its effect on poor people 
and on microfinance-based entrepreneurs in London. This chapter  will also  critically 
discuss the motivation for taking out a loan from different MFIs, along with the future 
of microfinance and female entrepreneurship. Also, it will explore the role and 
domination of large MFIs and their adoption of the conventional banking system. 
 
7.3 CSR and microfinance 
 
Adam Smith’s free-market economics is predicated on competing self-interest. These 
influential ideas put the interest of the individual above the interest of the shared and 
cohesive society. Although microfinance is supposed to be collective effort,  an 
individual’s concern to become a successful entrepreneur and pay off the high interest 
rate is certainly a concerning factor for Bangladeshi entrepreneurs in both nations. The 
central principle of social responsibility, however, is the social agreement between all 
the stakeholders to society, which is an essential requirement of civil society. Social 
responsibility also requires a responsibility towards the future and towards future 
members of society. Incorporated within this is, of course, a duty towards the situation 
because of insinuations from other members of society, both now and in the future 
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(Crowther & Calyurt, 2004b). With concerns about the impact of excessive interest 
rates, abusive lending practices have led to increased attention to responsible finance 
and consumer protection measures, including micro entrepreneur protection, 
regulation, and supervision to ensure that customers are treated fairly and appropriately, 
and that they understand the implications of their actions. It is important to modify 
standards and codes of conduct within the industry, with the emphasis mainly on 
consistency, removal of asymmetric information, and more informed micro 
entrepreneurs, so that they become more responsible for their own financial welfare. 
 
Several research papers show that small and medium-sized enterprise owners are 
resistant to training (for example Bennet & Robson, 2003; Berry, Sweeting & Goto, 
2006; Jay & Schaper, 2003; and Johnson, Webber &Thomas, 2007). On the  contrary, 
both Bangladeshi and UK- based Bangladeshi microfinance-based entrepreneurs would 
like to receive on the job training.  
 
Bangladesh is known as the heartland of the microfinance industry, indicating that 
microfinance has lost its moral compass. Powerful figures in the western world, such 
as ex-American president and mainstream bankers may conveniently agree that 
microfinance is the solution for poverty abolition, but the practices of MFI credit 
officers’ / field representatives on the ground are driven to a very great degree by the 
need for short-term financial performance.  BRAC International raised more than $75 
million in 2010 from bond markets to finance its programmes in Africa. Evidence 
indicates  the morally hideous practices that a purely commercial approach to 
microfinance have and are triggering in MFIs, and shows how these impact on small-
scale Bangladeshi entrepreneurs both in the UK and in Bangladesh. 
 
Importantly, even if the poverty impact of microfinance was certainly very limited, the 
international development community was in no doubt about the theoretical 
serviceability of the microfinance model. Recall that the international development 
community in the late 1970s and early 1980s, led by the World Bank and the 
International Monetary Fund, had been converted over to market fundamentalism (i.e. 
neoliberalism). The attractiveness of the microfinance model in this specific context 
was that it very centrally celebrated the supposed power of the individual entrepreneur 
and self-help, and supposedly rendered unnecessary all state and collective responses 
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to poverty and underdevelopment (Bateman, 2010). With the lack of accesses to 
finance, particularly when people don’t have any other option for food and shelter, 
inevitably a model like micro finance may work in some way. The corporate 
governance failures in MFI are what  allowed exploitations in microfinance; the 
problems with internal controls in MFIs; how regulators could fix them; the very 
sensitive issue of agents; how loan officers became loaded with more and more clients 
(Arunachalam, 2011). 
 
MFIs were thereafter instructed to work towards ensuring their own financial self-
sustainability through market-based interest rates and the adoption of Wall Street-style 
private sector incentive structures and methodologies (Otero and Rhyine, 1994). The 
resulting ‘new wave’ commercialised microfinance model that emerged effectively 
became the only acceptable definition of microfinance (Robinson, 2001), and soon after 
the international development community’s highest-profile anti-poverty intervention. 
The world is changing very quickly in terms of technology, distribution process, 
perception also use of money,  goods and services.  
 
According to Hulme and Maitrot (2014) an examination indicates that most 
commercially-driven MFIs, mainly in the villages of Bangladesh and India, have 
experienced a moral drift in the same way as mainstream finance firms in the 
skyscrapers of Manhattan and Canary Wharf. The mainstream finance firms have 
focused on financial performance and taken little responsibility for the social 
consequences of their rendezvous with clients. Extremely poor women who are 
receiving a small-scale loan cannot be a real opportunity cost of capital or social life. 
It’s fairly clear from the empirical research outcomes that MFIs focused on microcredit, 
and especially those with rigid repayment schedules. It is also clear that microcredit 
has had positive effects on particular types of households in Bangladesh, for example 
saving and insurance products. Households with low reliance proportions, relatively 
steady earnings, a degree of financial education, access to informal credit markets and 
information can often use their loans for productive purposes and draw economic and 
social benefits from such loans. However, when banks (mainstream or microfinance) 
lend aggressively, there are real dangers for a small-scale entrepreneur.  
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“The worst part is that in every position the subordinates suffer mental harassment 
from superiors (…) The rules in this MFI and the psychological pressures faced by the 
employees are the worst part of this job” (Maitrot 2013, p.9). 
 
 From the supply side point of view: In Bangladesh the loan officers / field 
representatives have to work hard for their money and bear the pressures of achieving 
daily financial performance targets. More than 100,000 graduates from low and middle-
class families work for MFIs.  This is particularly stressful when significant numbers 
of clients find it difficult to repay. Maitrot (2013) explains how the systems, structures 
and cultures of MFIs (limited staff training, zero-delay and zero- default policy and 
demanding branch managers focused purely on financial performance) build chains of 
pressure, not only on small-scale entrepreneurs but also on staff. During fieldwork, 
many MFI staff members expressed suffering over the “inhuman” behaviour they adopt 
to meet financial targets, develop their career prospects and avoid sanctions. Many of 
the loan officers interviewed reported being ashamed of, or even depressed by, the ways 
in which they treat clients. This may indicate a rather similar situation to the western 
world’s bailiff. The UK-based small-scale entrepreneurs have reported similar kinds of 
experiences. 
 
7.4 Factors that influence how micro business owners develop their 
entrepreneurial capability 
 
For micro business owners time, money and resources are very precious as they spend 
a significant amount of time  earning a little money on which to live. Therefore, 
entrepreneurs have little scope for error. In terms of decision-making, some data and 
information play a vital role as, for example, personal and business objectives, trust and 
accessibility and feasibility of finance and interest rates. 
 
As time, money and resources are limited or scarce for micro business entrepreneurs, 
trust is a vital factor for them. Bangladeshi entrepreneurs in both countries do not have 
adequate support. Nevertheless, in contrast with  the participants interviewed, they 
didn’t have any hesitation in seeking  finance in Bangladesh, regardless of whether it’s 
from a trusted source or not. Several respondents in the UK specified that they had 
established a long and durable relationship with the suppliers of goods.  
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Personal and professional goals for these business owners were not clear, even though 
the two were tightly linked. Many of the owners interviewed agreed their goals were 
somewhat vague and changed often. As Gold and Thorpe (2008) found, most actions 
by small and micro business owners were driven by short-term goals. It’s all about 
survival. 
 
Although micro entrepreneurs showed that interest rates were very important to them,  
due to lack of reading and writing ability they were unable to identify the interest rate 
differences between MFIs. Several respondents in Bangladesh, in the absence of field 
representatives in a focus group, stated that they keep on paying never-ending interest 
rates. As entrepreneurs were getting threats from MFIs, they were repaying the loan by 
borrowing from another MFI, as discussed in the literature review chapter. 
 
UK-based Bangladeshi entrepreneurs responded similarly to those in Bangladesh, 
although the former were threatened with deportation if loans were unpaid. Fair 
Finance operations in the UK and widening use of Fair Finance activities have been 
discussed in Chapter Six. More use of Fair Finance activities would be more beneficial 
for the UK-based micro entrepreneurs as they are following FCA policies. Furthermore, 
Fair Finance as a microfinance institution understands the London market very well. 
 
The significance of the role of internal contextual influences in terms of owners’ 
attitudes to improving their abilities was a problematic aspect to establish. External 
influences, such as the economic climate, indicate clearly why they seek microfinance 
even though they may not be able to make repayments. 
 
Economic conditions played an important role in improving skills, as some respondents 
were interviewed in the period of economic downturn. In the case of Bangladesh and 
UK-based Bangladeshi micro entrepreneurs a small amount of finance plays a 
significant role in their business and consumption-related expenditure, rather than any 
other opportunity of scope. 
 
According to Chen and Rutherford (2013) the micro finance industry began to change 
from 2008. As of 2013, five trends stand out: 
190 of 290 
 
1. The core microcredit product is holding steady and evolving incrementally. The 
main  MFIs are providing a fairly large amount  of loans from the year 2011, some 
argue due to the interest rate 27 percent cap by the Micro Finance Regulatory Authority  
(MRA). Therefore, it raises tensions that  very poor clients may suffer more. In the last 
few years the Grameen bank has introduced a new “young entrepreneur’s loan” aimed 
at the sons and daughters of Grameen members.  
2. Lending to small enterprises will remain a significant market segment, but the  
author’s data do not reflect any improvements in terms of real productivity. 
3. Client demand for savings services is increasing but is inadequately met. There 
is no reason to increase savings services, whereas most of the loan is for consumption 
purposes. 
4. There is growing momentum to create a special category of deposit-taking MFIs, 
then what will happen to main high street banks which are already suffering from 
liquidity and mismanagement of credit problems in Bangladesh? 
5. Mobile phone payments services are developing rapidly.  By the end of April 
2013 mobile phone payments services have more than 5 million accounts and 80,000 
agents, and these numbers are growing fast. This is quite good news for MFI users but 
it also opens up a new arena for extra expense without having much improvement in 
productivity. Although the youth literacy rate is improving,  adult loan takers are still 
illiterate. Banking service facilities through the use of mobile phones show huge room 
for improvement. These changes in the microfinance industry tend to influence positive 
and negative ways in terms of how micro entrepreneurs will adopt their growth and 
financial management strategies. 
 
Another new medium of exchange could help transaction costs. “A cryptocurrency is 
a medium of exchange like normal currencies such as USD, but designed for the 
purpose of exchanging digital information through a process made possible by certain 
principles of cryptography. Cryptography is used to secure the transactions and to 
control the creation of new coins. The first cryptocurrency to be created was 
Bitcoin back in 2009. Today there are hundreds of other cryptocurrencies, often 
referred to as Altcoins” (Cryptocoins News, 2016). Cryptocurrency should facilitate 
the reduction of financial transaction costs. Maybe more use of cryptocurrency 
technology for mobile phone-based transactions will be able to do this , and therefore 
this could enable poor entrepreneurs  to save more time and interest-related costs. 
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7.5 The motivation towards training 
 
Motivation explains ‘why individuals choose to expend a degree of effort towards 
achieving particular goals’ (Dawson, 1986, p.7); Needs, drives and goals (Thompson 
& McHugh, 2002); Rewards for particular outcomes of action (Thompson & McHugh, 
2002). In term of micro finance the main motivation in terms of supply side policy, is 
to earn a financial profit and, in terms of the  demand side, just to get some money, 
mainly to fulfil basic needs. In simple terms motivation can consequently defined as 
the will to perform, an individual’s effort, persistence (in the face of barriers) and the 
direction of that effort (Brooks, 2009).  In the case of Bangladesh and UK-based micro 
entrepreneurs, they seem to have some motivation towards training and success.  
 
7.6 The difference between the source of finance sought by micro entrepreneurs 
in Bangladesh and Bangladeshi micro entrepreneurs based in the UK 
 
The answer to this question, there is no significant difference between the two groups 
in terms of how they obtain finance. However, the important question is whether 
microfinance is working for these Bangladeshi communities. Evidence suggests that in 
terms of covering cost and profitability, it is working. This assumption is supported and 
argued by this research and also rigorous quantitative analysis of the economic and 
social impacts of microfinance (Banerjee and Duflo 2011; Roodman 2011), although 
published texts from MFIs show contrary facts and figures.  
 
The microfinance industry may have successfully extended financial services to the 
rural poor – indeed, the rural poor in Bangladesh have almost routine access to 
microfinance services, more than they have access to basic public services such as 
health, security, and education (Rutherford, 2009). However, both UK and Bangladesh-
based entrepreneurs seek finance from MFIs as lenders of last resort. There is no 
indication of empowerment, reducing poverty and improving social status. UK-based 
small-scale Bangladeshi entrepreneurs are not in a better state in terms of social life. 
Even though they live in London, which is one of the most well-developed cities in the 
world, nevertheless UK-based small-scale entrepreneurs are distressed by loan sharks 
in the UK as well.  
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The main difference to be noted in Bangladesh is that the Micro finance Institutions 
(MFI) are doing their insensitive activities within a legal boundary implemented by the 
Bangladeshi Central Bank and the Bangladeshi government. In the UK, Bangladeshi 
loan sharks are taking advantage of poor and vulnerable people. A significant 
difference between the social performance of MFIs in Bangladesh and the goals these 
organisations are supposed to achieve. MFIs mainly focus on and highlight  financial 
performance, even though through the entire system of collection of loan repayments 
and interest they may be crafting more tension in  society. In effect, many MFIs have 
“neo-liberalised” themselves since the late 1990s. “The term ''neo-liberalism'' denotes 
new forms of political-economic governance premised on the extension of market 
relationships. In critical social science literature, the term has usurped labels referring 
to specific political projects (Thatcherism, Reaganomics, Rogernomics), and is more 
widely used than its counterparts including, for example, economic rationalism, 
monetarism, neo-conservatism, managerialism and contractualism” (Larner, 2000, 
p5). 
 
In reference to the resurgence of 19th century ideas associated with fair economics, 
beginning in the 1970s and 1980s, advocates support extensive economic liberalisation 
policies such as privatisation, fiscal austerity, deregulation, free trade, and reductions 
in government spending in order to enhance the role of the private sector in the 
economy. MFI’s activities have been conducted entirely by market-based forces and 
they have ignored their immoral breadth, concentrating on financial performances by 
differentiating with the mainstream financial institutions. Some mainstream banks are 
directly providing microfinance products (Citibank, Deutsche Bank and ICICI Bank) 
whilst others have sought to fund MFIs or refinance portfolios (Dieckmann, 2007). In 
order to appeal to investors and secure mainstream finance, MFIs have concentrated on 
achieving “good ratios” in terms of conventional financial measures (client number, 
portfolio growth, on-time repayment, portfolio at risk, interest rate spread) used by 
purely commercial financial institutions (Bateman 2012, 2010, Fernando 2004). Not 
surprisingly, this has led to the prioritisation of financial performance by MFIs and the 
increasing neglect of social performance (Maitrot 2013).  
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7.7 The future of microfinance and female entrepreneurship 
 
According to Buerkle (2010), micro finance clients in Tajikistan had higher rates of 
permanent job creation, better access to education, improvement in food consumption 
and better access to medical and financial services than did non-microfinance clients. 
The impact is may not comparable to developing countries like Bangladesh; also, it 
does not correlate to small-scale Bangladeshi entrepreneurs based in UK.  
 
Garikipati (2012) argues that if women have a significant role in the process of loan 
use, they are likely to be empowered. These processes include how the loans are used, 
how the women manage businesses, and loan repayments. Garikipati also argues that 
if measurements are focused on the results for women, such as the way in which they 
live their lives, contribution to household economy and access to spending money, 
these measurements are insufficient and can be deceptive to the real empowerment of 
women by microcredit. The data in this research describes the processes and outcomes 
of borrowers in Bangladesh and shows that only around 20% use their loans for 
businesses and in the majority of cases (80%), loans were unfocused into household 
needs such as production and consumption. Garikipati concludes that microcredit can 
help women improve their ability to earn money, which leads to greater confidence and 
the ability to overcome cultural irregularities, ultimately leading to improvements in 
their self-efficacy, but this can only be measured by an in-depth analysis of the 
processes involved. If women are not in control of the loans, then reliance on their 
husbands increases, and they are less likely to invest in their work businesses, which 
prohibits their self-ability and ultimate empowerment. Female  empowerment activities 
look good on paper only, as  in reality most of the loan amount has been used for 
consumption. 
 
According to Zaman (2004) microcredit may be a more effective remedy for poverty 
and vulnerability if it is complemented by other mediations. These mediations such as, 
for example, proving training and use of the right technology, may be especially 
important for the poorest households, which face the greatest risk of income 
fluctuations and have the greatest need for a range of financial and non-financial 
services. While impracticable leadership by MFIs cannot simply be “permitted,” the 
systems and formal rules that govern the successful microfinance industry in 
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Bangladesh can to an extent be replicated. Advances in communications technology 
have a role in economic development in developing countries in order to alleviate 
poverty (Warschauer, 2004)These may vary according to the size of the organisation, 
but mostly, the successful organisations delegated significant decision-making 
authority away from head offices, monitored individual staff performance, and linked 
staff incentives to specific microfinance- related programme targets. As organisations 
grow, the willingness to change products based on client need and demand, as well as 
devoting greater attention to creating products tailored to niche markets, is vital for 
sustainable large and SME businesses as well as sustainable microfinance-founded 
business success.  
 
One type of solution such as micro finance is not good enough for the entire 
Bangladeshi market; a critical analysis of different aspects of needs is required to be 
analysed. An analysis should also consider a particular period and specific situations. 
Bangladeshi market forces are creating change and, in terms of the micro finance 
industry,  few MFIs have played a significant role. As Figure 7.1 demonstrates,  the 
original generation of microfinance programmes - Grameen Bank, BRAC, and 
Proshika—remain market leaders in terms of client numbers, reaching 70 percent of 
the 6.5 million clients being served. 
 
Table 7.1: Four largest  MFIs and the microfinance market 
 
Source: Microcredit Regulatory Authority (2016) 
 
According to Microfinance Regulatory Authority (MRA) Bangladesh (2017), there are 
704 MFIs offering microcredit in the Bangladeshi market. However, the bulk of the 
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clients borrow from a handful of large organisations—Grameen Bank, BRAC 
(Bangladesh Rehabilitation Assistance Committee), ASA (Association for Social 
Advancement), and Prosihika. Due to this high concentration ratio, the Bangladeshi 
micro finance sector reflects the characteristics of an oligopoly market structure. Table 
7.1 indicates that BRAC has 4.4 million borrowers, Grameen Bank has 6.7 million 
clients,  and ASA 4.2 million clients accounting for a combined market share of 
Bangladesh. 
 
These programmes have grown to such a scale that they compete head-to-head in 
hundreds of villages. Moreover, a new generation of NGOs is arising: only five of the 
current microfinance NGOs existed before 1980, while 320 have begun since 1990. 
While most of these are weak programmes a few, such as ASA and BURO, are growing 
aggressively. The newer programmes emphasise profitability in a way that the market 
leader, Grameen Bank, never has. They are also experimenting with new services, 
particularly on the savings side. 
 
Until recently, nearly all microfinance programmes in Bangladesh used the Grameen 
Bank  methodology, or a variation; this included targeting loans almost exclusively 
towards women (81 percent of all micro- finance clients in Bangladesh are women). 
However, increasingly new loan, savings, and insurance services are being developed. 
In Bangladesh, donors remain major funders, accounting for 47 per cent of all loanable 
funds held by NGOs, while commercial sources account for only 14 per cent. This also 
shows signs of changing. Formal banks are beginning to report microfinance loans, and 
government authorities are starting to consider revising regulations to provide a more 
conducive environment for savings mobilisation and lending innovations (Credit and 
Development Forum, 1997). 
 
According to Figure 7.1, these MFIs represent 65% of all MFIs, which indicate a high 
concentration ratio. Grameen’s loan portfolio and savings deposits are higher than its 
competitors. Research suggests that a 4-firm concentration ratio of over 60 per cent 
would indicate a highly oligopolistic market. Besides, oligopolistic firms tend to follow 
each other in terms of  how to play with asymmetric information. Non-price 
competition or price rigidity also plays an important role. The big MFIs in Bangladesh 
are reluctant to change in terms of interest rates. However, non-price related activities 
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tend to increase i.e. different types of microfinance products are available to different 
types of poor customers, for example, BRAC recently introduced different policies for 
ultra-poor compared to Extremely poor clients. 
 
Please  see Appendix 3 for the top 50 MFIs in Bangladesh and a comparison between 
2014 and 2013, where the top three MFIs held their top position. Even though the micro 
finance regulatory authority in Bangladesh has introduced some legal barriers to slow 
down the growth of MFIs in terms of the number of new entrants, still more and more 
MFIs are entering the microfinance industry in Bangladesh. Arguably, according to 
Chen and Rutherford (2013), credit discipline begins with attracting suitable borrowers.  
 
Table 7.2: Microfinance penetration by country (and region) in 2009 
_______________________________________________________________ 
1   Bangladesh    25% 
-   (Andhra Pradesh, India)             17% 
2   Bosnia and Herzegovina             15% 
3   Mongolia    15% 
4   Cambodia    15% 
5   Nicaragua    11% 
6   Sri Lanka    10% 
7   Montenegro    10% 
8   Vietnam    10% 
9   Peru     10% 
10   Armenia    9% 
11   Bolivia               9% 
12   Thailand    8% 
13   India     7% 
14   Paraguay    6% 
15   El Salvador    6% 
 
Source: Bateman (2011) 
 
Table 7.2 demonstrates that Bangladesh and Andhra Pradesh, India, managed to 
achieve the top 2 positions. Unfortunately, due to fast aggressive growth, both countries 
have been suffering from serious consequences which are included in the literature 
review under ‘the dark side of micro finance’. On paper in terms of  the increasing 
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numbers of  clients, this may show good progress; however, without proper strategic 
management, these increasing numbers of clients may not be sustainable enough in 
future. 
 
This research indicates  that  the majority of women entrepreneurs engaged in micro 
and small business segments live or lived in rural areas and have difficulties  accessing 
financial services. In addition, in order to access  finance, there are some aspects that 
need to be owned by micro and small entrepreneurs including access to current market 
situation. Apart from finance, all other factors are apparently ignored, such as use of 
technology, access to market information and how to use it,  the concept of trade-off or 
opportunity cost, training, empowerment, work and social life balance.   
 
Above and beyond the abolition of poverty, micro finance also helps produce a fabric 
of micro-enterprises to develop and generate dynamism in zones that other- wise can 
be considered backward. Mutual assistance groups strengthen social connections and 
higher income improves better access to hygiene, healthcare, and education.  
 
There is no doubt that these promising results have contributed to the economic 
development of the societies in question, but many micro finance institutions have 
performed unsatisfactorily due to the absence of any genuine regulatory framework and 
the incoherence and inconsistency of national and international policies.  
 
With relation to social and economic issues of workable and sustainable development 
it is crucial now to be able to identify the relevant different players; improve our 
understanding of their interests, logics, and strategies; and ascertain the need.  Previous 
knowledge, however, sheds light on the bigger and more complex picture of economic 
development and the idea of what economic aid, charity, or support really means. The 
findings of this and other research propose a dysfunctional system of lending and 
borrowing that is fabricating very limited benefits and may in fact be detrimental to the 
borrowers. These results are in conflict with  much of the foundational work done on 
micro finance. Whereas most of the studies on the efficiency of micro finance loans are 
large-scale data driven and focus on a country or region, this study goes into the 
particulars of one village and examines microfinance’s functionality on an individual 
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borrower level. Other academics in this field have reached similar inferences using a 
much greater scale of analysis (Bateman & Chang, 2012; Sinclair, 2010). 
 
According to Bateman and Chang (2012), the disappointment of microfinance as a 
poverty alleviation tool is becoming deceptive to those who study the field. In their 
article, Bateman and Chang (2012) define that a few lucky borrowers succeed with the 
help of microloans but that the concept of microfinance is flawed and fails as a long-
term poverty reduction tool. They point to several essential economic imperfections of 
microfinance. Evidence of these flaws can be found in the evidence gathered from the 
borrowers in Bangladesh and UK-based Bangladeshi communities. The microfinance 
model ignores the crucial role of scale economies. It is widely accepted that there are 
minimum scales for efficient production, and businesses that operate below these levels 
have a difficult time surviving and prospering in a competitive economic environment 
(Bateman & Chang, 2012). This was evident when talking to the women in 
Mymensingh in Bangladesh. The microloans they received do not allow them to scale 
up their operations and they are in a constant cycle of borrowing to purchase materials 
for their next project. The microfinance model ignores the “misconception of 
composition” (Bateman & Chang, 2012) - a blunder that has made many micro finance 
institutions commerce with development and poverty alleviation programmes. This is 
the idea that there is no local demand limitations and that the local economy can absorb 
an unlimited number of workers through the expansion of small businesses that sell 
similar products and services. Microfinance institutions would do a prodigious service 
to debtors if they were able to conduct market research and advise borrowers of money-
making business ventures. The microfinance model helps to de-industrialise and 
infantilise the local economy. (Bateman & Chang, 2012).  
 
Recent developments in entrepreneurship theory and institutional economics have 
showed that technical innovation and creativity are the keys to sustained economic 
development. However, it is impossible to effectively create an economic environment 
that leads to a noteworthy reduction in poverty by simply giving small loans to women 
to produce similar goods.  As previously stated, the model of micro finance as an 
economic development tool has gained some  attention and support from large 
organisations and policy makers. Nevertheless, there is still something instinctively 
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flawed about giving high interest loans to vulnerable populations made up of the 
poorest of the poor and then describing it as a type of assistance.  
 
The contemporary form of micro finance began as a way of bringing poor women out 
of poverty. But, with the increase of commercial banks moving into the sector, micro 
finance has transformed and is no longer an unselfish venture but a profitable business 
model for many financial establishments. The formation principles of micro finance 
are currently being hard-pressed out by the profit seeking commercial banks (Kent & 
Dacin, 2013).  
 
Microfinance has gone through a structural change in recent times as the rising 
influence of commercial banking has challenged its legitimacy as a mechanism for 
poverty alleviation (Kent and Dacin, 2013).  These neoliberal approaches could make 
microfinance industry go bust. Without the practical approach and humanitarian 
undertaking of many NGOs like BRAC microfinance programmes, poor and vulnerable 
borrowers will be left to borrow money from commercial banks that operate with a 
different set of motives, whilst still marketing themselves as micro finance institutions. 
Even within pro-micro finance circles, an agreement is forming that these programmes 
are not a silver bullet to the elimination of poverty (Ghosh, 2011), and while recent 
studies still show that microfinance has the potential to have positive benefits, these 
benefits may be minor and only impact a small number of individuals who borrow from 
MFIs (Banerjee & Duflo, 2011). There is no clear-cut answer to getting rid of poverty, 
and the current answer is indefinable, but it is important to stay watchful and try not to 
cause greater destruction by saddling poor people with incontrollable debt loads.  
 
Some in the industry have become indifferent and pessimists may start to advocate 
“Advanced airplane theory of micro finance” (Sinclair, 2012, p.234). A development 
logic inspires MFIs to (a) aim for poverty alleviation and community development; (b) 
view clients as recipients, who deserve support; and (c) maximise the welfare impact 
of donor funds. A banking logic, however, inspires MFIs to (a) derive a rent or profit, 
(b) view clients as customers and sources of income, and (c) maximise profit while 
fulfilling fiduciary obligations to the stakeholders. Some research shows that since for-
profit micro finance institutions prefer a banking rather than development logic, they 
will be more conventional in their lending decisions, preferring to lend to less risky 
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customers. This will create more tension in society: compared to start-ups, existing 
businesses with more mature projects represent a less risky lending proposition, given 
such organisations have a greater chance of survival (Stinchcombe, 1965) and exhibit 
lower levels of asymmetric information (Diamond, 1991). However, it is fundamental 
to take a truthful glance at the essential structural issues that contribute to global 
poverty and disparity. The research findings show that one party knows more than other 
parties in the Bangladeshi community. As a significant proportion of microfinance 
users don't know how to read and write well,  they also suffer from the ultra-poverty 
situation. 
 
Additional investigation is required in order to understand the association between 
micro finance and susceptibility risks in other contexts. ‘Co-creation’, ‘partnerships 
with local communities’ and ‘creating markets for virtue’ are key concepts in the 
bottom of the pyramid. These research findings indicate these partnerships continue to 
exclude people who are the recipients of poverty alleviation programmes and, if poor 
communities become real partners in expansion, the value propositions of these 
programmes will undergo a major alteration because they will be defined based on the 
needs of the poor, not on markets for microfinance. Collectivist and unity, which are 
vital for the sustainability of poor communities, cannot be based on a system that 
excludes or hushes the voices of those that are targeted for ‘development’ support (Papa 
et al., 1995). 
 
7.8 Key discussion arguments from several contributions in this area 
 
Bateman and Chang (2012) argue that micro finance is harmful to economic 
development both at a social and an individual level. The authors suggest that 
alternatives to microfinance such as financial cooperatives and credit unions may have 
more beneficial outcomes. Bateman (2013) also suggests that microfinance has become 
an alternative to the traditional approaches of aid programmes and has replaced a 
portion of the conventional financial system after the 2008-2009 financial crisis. 
Chowdhury (2009) argues that micro finance itself will not eliminate poverty and there 
is little difference between historical trends of finance and the current system of micro 
finance. Thus, it is not rational to assume that just lending to the poor will create a 
whole new group of new entrepreneurs (Dichter, 2007). In fact, implementation of 
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microfinance policies is the end result of a strategy to spread neoliberal economic 
policies to the poor across Bangladesh (Karim, 2008) rather than just to alleviate 
poverty. Microfinance institutions need to be held accountable; ethical financial 
practices and regulations may help facilitate this (Saltmarsh & Contigugli, 2008). There 
is little regulation related to interest rates and lack of research on the effects of 
competition and sustainability relating to these interest rates (Kneiding & Rosenberg, 
2008). According to McIntosh & Wydick (2005) competition never makes any 
profitable borrower worse off and micro finance programmes with subsidies can always 
drive any unsubsidised competitor out of business. 
 
In a four-year longitudinal study Banerjee, Duflo, Glennester, & Kinnan (2013) found 
borrowers were taking relatively larger amounts of loans; on average businesses were 
not profitable and household consumption did not change. According to Rosenberg, 
Gaul, Ford, & Tomilova (2013) the interest rate has dropped for banks and regulated 
micro lenders, but  it has increased for NGOs and unregulated micro lenders. Sinclair 
(2012) argues although several micro finance programmes are beneficial to their 
clients, however overall the micro finance industry is ineffective and could be harmful 
to borrowers.  
 
Many micro finance institutions now focus on savings, not just credit, and the evidence 
from randomised appraisals of micro savings is rather encouraging (Karlan, Osman and 
Zinman 2013). According to Chen and Rutherford (2013) the core microcredit product 
is holding steady and evolving incrementally; lending to small enterprise will remain a 
significant market segment; however, the author’s data do not reflect any 
improvements in terms of real productivity; client demand for savings services is 
increasing but is inadequately met; there is growing momentum to create a special 
category of deposit-taking MFIs, and mobile phone payment services are developing 
rapidly. MFIs have also been expanding into insurance (Mobarak and Rosenzweig 
2012; Karlan 2014) and other payments media (Jack and Suri 2011). 
 
  




This chapter considered why the poor entrepreneur takes a loan, along with the future 
of microfinance and female entrepreneurship. The discussion section raised issues 
related to CSR and microfinance; factors relating to entrepreneurial capability; changes 
in microfinance sought since 2008; motivation towards microcredit; sources of finance 
sought by micro entrepreneurs in Bangladesh and Bangladeshi micro entrepreneurs 
based in the UK.  
 
Domination of a few MFIs together with their overarching, predominantly commercial 
objectives and goals tended to smother the espoused goals inherent in the mission 
statement of helping poor entrepreneurs. The trends and patterns of poverty in rural 
Bangladesh were discussed. While the main purpose of decreasing global poverty and 
inequality is a noble one, micro finance in Bangladesh did not seem to be achieving 
this sufficiently. Some economists argue that inequality is adequate and, or even, 
acceptable and necessary to motivate individuals to work hard and improve their 
individual condition. However, it is well recognised that extreme inequality is harmful 
to democracy and is not sufficient for development (Piketty & Goldhammer, 2014). 
Consequently, operational and effective poverty alleviation programmes should be re-
evaluated, modified and fortified in a drive for salient models that address the causes, 
prescriptions and consequences of poverty and poverty alleviation programmes. 
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CHAPTER 8 





The chapter concludes with a consideration of how this thesis adds to the theoretical 
understanding of the micro finance industry. This chapter, therefore, summarises the 
outcomes of the research with its data in Chapters Five and Six.   This chapter 
introduces the overall presented recommendations to enhance the micro finance related 





This chapter considers the conclusions and suggestions and the overall outputs of this 
research in a nutshell. The results of each of the four investigation questions will be 
examined in relation to the results identified in Chapters Five and Six and in relation to 
the wider literature as suggested in the literature review and contextual review chapters. 
Further, this chapter assesses the research’s contribution to knowledge and its 
limitations and makes recommendations and proposals for future research.  
 
8.3 Conclusions related to the research questions  
 
The research questions investigated in this study were:  
1.    Has micro finance had a significant effect on women entrepreneurs in 
Bangladesh? 
2.    What factors influence the source of finance sought by micro business?  
3.  What motivates micro business applicants to approach micro finance 
institutions?  
4.    Is there any difference between the source of finance sought by micro 
entrepreneurs in Bangladesh and Bangladeshi micro entrepreneurs based in the UK? 
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On considering research question one, a theoretical contribution is the review of 
microfinance in the framework of Bangladeshi female  entrepreneurship that had 
addressed the predominant gap in the literature.  For example, in previous research 
Banerjee et. al (2015), do not comment on the degree to which microfinance is 
significant for female entrepreneurship, especially in the Mymensingh district of 
Bangladesh. The findings from this research suggest that there is no significant effect 
on entrepreneurship, but micro finance has a significant impact on mainly 
consumption-related expenditure.  Such contribution could be used practically  as a 
kernel in running further advanced research that could be a reproduction of this one, if 
intended to be exploratory, or further advanced if the research requests more. This 
could help in establishing comparative research in the region, specifically if the 
advanced research instrument is employed. Additionally, the identification of the 
effective definition of female entrepreneurship - work-life balance; domestic violence; 
and entrepreneurial activities - appears as a practical contribution; whereas it would 
substantially lead to a practical implication to any MFIs operating in the Bangladeshi 
market, as it will help them in setting their practices and align them with the operational 
and accepted definition acknowledged in the market. This would enhance the 
achievements and endurance of microfinance institutions and reduce their failures and 
losses considerably. 
 
Reflecting on research question two, the theoretical contribution had been reached, in 
terms of underlining the critical factors of sources of finance. One of the main reasons 
for choosing sources of micro finance was the extreme poverty in Bangladesh, lack of 
other sources, especially low cultivation season and other visible characteristics such 
as age between 26 and 35 about 54.6% and 36-45 age group 39.5%, very low education. 
Also, indivisible attributes such as 84% of responded said they are fairly experienced 
user of microfinance. However, entrepreneurs do not have enough entrepreneurial 
skills. As discussed in Chapter Two, economic, social and environmental 
vulnerabilities play a vital role in influencing the source of finance sought by micro 
business. A practical conclusion was reached to identify the order of importance of how 
to choose a particular MFI within the Bangladeshi context. Upon doing so, the practical 
implication attained would be that MFIs would be able to use the research’s developed 
instruments for internal and external stakeholders e.g. field representatives, 
management, microfinance regulatory authorities, intensity of rivalry among MFI’s and 
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their client’s influential factors. This research highlights these aspects to verify whether 
such micro financing activities fit the operational definition as well as its target and 
strategic direction of the microfinance institutes or not; which would serve in increasing 
the MFI’s accomplishment and enhance its existence. 
 
On considering research question three, the motivation factors of micro business 
applicants such as the communication skills of field representatives, trust among field 
representatives and microfinance users, timing of offering credit, size and service-
related issues, including training, shows an important motivation causes, as discussed 
in the literature review and chapters on findings . The approach of microfinance 
institutions has been identified and main theoretical contribution seemed, which is upon 
asking the respondents their reason for seeking finance as well as in the 
recommendations reached by the researcher to enhance and address the microfinance 
situation in the Bangladeshi context. Furthermore, this question had main practical 
contributions represented in identifying the types of micro financing activities, drivers 
for  and as well as ethical dimensions, taking into account dominance of some MFIs 
and reason for the significant growth of the micro finance industry in Bangladesh. The 
recommendations represent a framework that should be further pursued by the 
government and microfinance regulatory authorities to address this important rapid 
microfinance industry growth notion. 
 
More importantly the theoretical answer to the research question four presented the 
difference between the source of finance sought by micro entrepreneurs in Bangladesh 
and Bangladeshi micro entrepreneurs based in the UK.  In the UK Bangladeshi 
entrepreneurs displayed a similar profile to those in Bangladesh in terms of experience, 
length of business and type of business. However, the research found differences in 
source of finances and gender. In the UK, small-scale Bangladeshi entrepreneurs are 
all mostly men whereas in Bangladesh 98.7 per cent were women.   UK-based 
Bangladeshi entrepreneurs mainly utilised informal sources of finance and personal 
savings for their business activities, whilst formal, MFI-based finance was predominant 
in Bangladesh. Business owners’ attitude to improving their abilities was a difficult 
factor to determine. External factors, such as the economic climate, indicate why they 
seek microfinance even though they may not able to repay. The study highlighted a few 
aspects for consideration here. Microfinance has a positive impact in both Bangladeshi 
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communities in terms of helping to deal with consumption, though this is much more 
prevalent in Bangladesh as multiple lenders provide entrepreneurs loans, which were 
used to pay earlier debts owing to other MFI providers. The findings suggest that,  
mainly in Bangladesh, microfinance-based entrepreneurs collecting from one MFI to 
pay  others is becoming normal practice, as its discussed in Chapter Five, and there are 
concerns about the impact of excessive interest rates, abusive lending practices, and 
over-indebtedness among poor borrowers.  
 
8.4 Contribution of the study to knowledge 
 
This study has identified areas where MFIs can develop their business strategy to 
further benefit the MFI's various stakeholders i.e. employees, manager, MFI regulatory 
body, competitors, and more importantly the user of microfinance. 
It has contributed towards the development and extension of knowledge related to the 
effect on poor people, entrepreneurial skills, training and development, interest rates, a 
sustainable business within the micro finance industry in Bangladesh. 
This study provided a better understanding of the issues i.e. the growing number of 
MFIs has enabled the user to take loans from one MFI to pay back another.  
This study also highlighted entrepreneurial activities and consideration of other factors, 
including  the difference between the source of finance sought by micro entrepreneurs 
in Bangladesh and Bangladeshi micro entrepreneurs in the UK.  
 
• For the user or practitioner perspective: This study  highlights the importance 
of microfinance facilities, interest rate and training. The study also shows the rapid 
growth of MFIs, the dominance of a few large MFIs and easy to obtain microfinance, 
influencing more demand for microfinance-related activities.  
• Government perspective: 90%  responded negatively about microfinance and 
its contribution to eliminate poverty. This research sheds some light on governance, 
operations and regulatory issues of MFIs. 
• Microloan provider perspective: Careful use of finance, staff training and 
development. MFIs should not only provide finance but also, they need to provide 
entrepreneurial development activities i.e. good and sustainable business idea, delivery 
and networking-related help, more community-based meetings. 
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In terms of Bangladeshi small-scale entrepreneurs who live in the UK: Even though 
Bangladeshi microfinance-based entrepreneurs geographically, socially and 
economically live in different areas, compared to Bangladesh, entrepreneurial activities 
are nevertheless similar. Due to permission to live in the UK or work permit-related 
restrictions, small-scale –financed based entrepreneurs are relying on non-formalised 
sources of finance. A diverse customer-driven base of East London markets gives UK-
based Bangladeshi small-scale entrepreneurs enough revenue to sustain themselves.  
  
Table 8. 1: Research outputs as per research question in terms of 
theoretical and practical contributions and implications 
Research 
Question 1 Research Output  
 Theoretical Practical  
Contribution Implication Contribution Implication 
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8.5 Research recommendations 
 
The impact of policy insinuations, both positive and negative,  is evident from the 
analysis on the impact of micro finance. The jury is still out on whether microfinance 
has generated significant economic firmness, female empowerment or gender fairness. 
Besides, microfinance is diverse, complex and context-related. For poverty reduction 
and gender equity, the role of the state is vital for creating a framework where 
development interventions, including microfinance, can enhance and produce expected 
outputs. Different countries noticeably have different social, cultural, economic and 
political landscapes and women also face different opportunities and constraints in 
accessing microfinance and gaining benefits from it. Gender inequalities are still 
persistent in many countries in the world and the degree of inequalities are quite 
different and highly context-specific. The UK-based Bangladeshi communities may 
show similar gender relations to those who live in Bangladesh. Nevertheless, this 
research shows that microfinance is popular in Bangladesh although not popular to 
Bangladeshi women in East London. 
 
Identification of precise restraints e.g. training, rapid growth of MFIs, lack of 
entrepreneurial skills from the demand side as well as the supply side will help to deal 
with the problems as well as develop adequate services and financial instruments. The 
restraints on the demand side can be limited family resources, lack of education, 
(mainly in Bangladesh) therefore an inability to understand entrepreneurship and the 
complicated borrowing and repayment process. The restraints on the supply side can 
be gender-blind microfinance policy, types of loan and lack of suitable alternatives. 
Discovery of specific grounds for the restraints will help MFIs and government 
agencies to develop appropriate solutions to deal with these origin causes (Chaudhry, 
2008). In particular, a distinction needs to be drawn between loans for consumption 
and loans for investment. Consumption loans have been found to be necessary and vital 
for the poor rural Bangladeshi women .to ensure daily survival needs. Microfinance 
institutions not only need to re-think their role but also need to develop relevant and 
measurable field representative’s performance indicators that ensure the scope and 
direction of institution objectives are achieved, rather than displaced. Through BRAC's 
“Ultra Poverty Graduations Model” which is discussed in the literature review chapter, 
BRAC strongly believes that poor and vulnerable households can and must be equipped 
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to do more than just cope. Social protection interventions, such as cash transfers, food 
aid, school feeding and public works programmes must be carefully planned to build 
poor and vulnerable households and asset base as well as their confidence and social 
capital (i.e. gender empowerment, community inclusion) (BRAC, 2017). 
 
In order to have a sustainable microcredit industry, the borrower must have the capacity 
to repay the loan under the terms by which it is provided. Otherwise, clients may not 
be able to benefit from credit, and risk being pushed into debt problems. Microcredit 
can’t be a ‘one size fits all’ solution to fit the diversity of need. The microcredit should 
be carefully evaluated against the alternatives when choosing the most appropriate tool 
for the specific situation. This lengthy research has exposed several glitches with the 
current microfinance industry, in particular, Mymensingh district in Bangladesh and 
East London in the UK. It is well known, however, that micro finance institutions which 
are based in different countries are required to follow national banking regulations. The 
MFI regulatory body is improving its activities; however, MFIs very often operate in 
more than one country and hence are subject to follow the banking regulations of more 
than one country.  
 
 Though it may be possible to find productive and effective MFIs that have some 
beneficial effects, many researchers contend that the entire system in which these 
organisations operate is fundamentally flawed. The emphasis on the discrete accretion 
of wealth while abandoning the key role that local community collaboration can play 
in economic development is cited as a key flaw in micro finance policy (Harvey, 2011).  
 
One of the positive aspects of micro finance which has been discussed in the literature 
review chapter is that micro finance institutions may play an integral role in reducing 
levels of poverty in a country. Although most governments attempt to tackle poverty, 
however, in most  cases the governments of poor countries are unable to reduce poverty. 
Proper use of micro finance activities should create more job opportunities as well as 
promote new business. As microenterprise improvements, in all its diverse forms, 
continue to increase rapidly in numbers as a model for combating poverty and reducing 
unemployment,  we must continually examine its relationship to entrepreneurial 
developments around homeworking, cottage industries, and micro-entrepreneurship in 
Bangladesh. 
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In this research, several respondents indicated that without the help of micro finance, 
their lives would have been very difficult. With the financial and other help of MFIs 
these micro entrepreneurs may be able to contribute to reducing the  unemployment 
rate, and  economic growth. Microfinance institutions should aid poor entrepreneurs 
with their business ideas. MFIs should support farmers to commercialise their farming 
and small-scale business activities. 
 
Given the divergence between the theory and practice of credit schemes as discovered 
and argued by this research, in order to be effective the schemes need to develop a 
broader concept of financial services for poor men and women, for example, the 
necessity and desirability of a low interest rate environment; good supply chain 
management; entrepreneurial training and promotion of sustainable social 
entrepreneurship. In particular, a distinction needs to be drawn between loans for 
consumption and loans for investment. Consumption loans have been found to be 
necessary and vital for poor rural Bangladeshi women just to ensure daily survival 
needs, and only when these are fulfilled can these poor entrepreneurs  be productive; 
more entrepreneurial activity may emerge. Micro finance institutions need to adopt 
measurable staff performance indicators to ensure the scope and direction of the 
espoused institutional policy rather than have them circumvented by operational 
objectives.  
 
Also, more use of mobile phone-based transactions and use of cryptocurrency may be 
vital in order to reduce costs. As discussed in Chapter Three, Figure 3.5, developments 
in cryptography have facilitated a variety of applications and have combined with 
sensing technologies and biometrics to create better robust security systems. 
Application Programming Interfaces (APIs), mobile, internet technologies helping 
direct person-to-person transactions (P2P), and  the direct funding of firms (crowd-
funding) All have significant implications also for financial inclusion by permitting the 
"unbanked" consumers in low-income countries to access financial services for the first 
time (IMF, 2017). A further aim should be to reduce stress and anxiety arising from the 
interest costs of increasing debt. This research also has shown that micro finance, in its 
current form, has been ineffective for many of its borrowers and the long-term effects 
of these programmes are not yet known. Indeed, promotion of this type of 
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entrepreneurial capitalism as a panacea to global poverty may, in fact, prove to be 
destructive to economic systems in developing countries due to its thin approach and 
neglect for many external economic issues.  
 
Rather than targeting mainly poor women, microfinance initiatives should promote 
entrepreneurship while alternative and more focused forms of finance may need to be 
made available to alleviate the daily survival issues that poverty and gender entail. We 
cannot ignore the interplay of poverty and gender and for real improvements to occur 
it is imperative to recognise poverty and gender issues as being a significant factor in 
the operational practice of micro finance. A failure to address these operational realities 
does not advance the social or real economic predicament of the Bangladeshi rural poor, 
but in many cases it may be making the current predicament worse in the medium to 
long-term.  
 
Poor entrepreneurs need financial assistance, nevertheless such assistance needs to 
recognise and accommodate the socio-cultural context to be effective. Financial inputs 
will come in the form of appropriate savings. According to Banerjee et al (2015) the 
savings rate is improving and loan products have an equal emphasis on both these 
aspects. Social inputs will involve social collateral for the group as well as individual 
lending, and significant structural changes at the social level in both gender and class 
relationships, accompanied by a change in the attitude of all citizens, to ensure that 
positive impact results in substantially improving the quality of life of the women in 
Bangladesh. In the case of human inputs, it was experienced that a training needs 
analysis and motivational training with skills development and financial training would 
amplify the positive support of microfinance. This research also shows that in order to 
improve the quality of life and sustainable business, it is crucial to pay attention to the 
financial, social and human level connotations in the microfinance industry in 
developing nations like Bangladesh. As microenterprise improvements, in all its 
diverse forms, continue to increase rapidly in numbers as a model for combating 
poverty and reducing unemployment, we must continually examine its relationship to 
entrepreneurial development activities addressed around training, more use of 
technology,  for example more mobile banking, and use of the internet for business 
purposes. 
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Islamic finance is also gaining popularity in Bangladesh as a significant population of 
Bangladesh is Muslim. The preference for Islamic finance- based institutions over 
conventional debt amongst less profitable firms is consistent with the notion that 
Islamic Finance Institutes attract cheaper sources of financing due to the ready demand 
created by the restricted Islamic financial market to lend or invest only according to 
Sharia’ (Godlewski et al., 2013). Microfinance institutes in Bangladesh may need to 
explore some of the good practices from Islamic Finance Institutions. 
 
The UK based Bangladeshi community really needs to engage more with small-scale 
business rather than being unemployed and shouldn't work mainly in retail shops as 
minimum wage employees. The lower income groups almost always have lower well-
being than higher income groups.  
 
8.6 Limitations  
 
The focus group interviews gave the chance to attempt to clearly articulate what basics 
were being inspected, but often it was evident that the respondents had another vision 
or perspective of these basics. For example, even though all elements were well-defined 
(such as interest rates, benefits, credit, training), these were very much open to skewed 
interpretation, biased by experience and level of interest in the subject view. Since the 
researcher engaged in an empirical study, bias cannot be ignored. Several approaches 
were adopted to limit it, e.g. focus group and quantitative data collection, which 
enabled cross evidence and compared opinions to be obtained. Nonetheless, a degree 
of bias will remain in this research as it relied on interpretivism and the researcher’s 
interpretation is part of the research. 
 
Further to that, a few numbers of the surveyed users of microfinance had no business, 
and business-related questions may not be valid for them. Another limitation of this 
research is that Bangladeshi microfinance users, including Mymensingh district-based 
borrowers, suffer from a lack of documentation as a significant number of users can’t 
read or write. Most of the empirical data were collected from their responses.  
 
The author had some issues during the data collection time in Bangladesh and 
Bangladeshi entrepreneurs in London. Businesses were not as helpful as expected in 
216 of 290 
 
conducting this research. There were several issues in participating in the research and 
it took considerable persuasion and experiments to get the interviews, as several 
London-based micro business owners are staying in the UK without a valid working 
visa. 
 
This study is limited by timeframe and financial resources. This research is not like a 
national survey or census; therefore time and resources are limited. At the time of 
submission of the thesis, the macro economic factors in the country as they relate to the 
research might have changed. Hence, the findings as well as the possibility and choice 
of issues covered within the limited timeframe can be generalised with caution as the 
views of Bangladeshi in Bangladesh and East London- based Bangladeshi community. 
 
We need to be cautious in assuming that inclusion necessarily leads to poverty 
reduction, particularly for those living in extreme poverty, which findings indicate is a 
boundary condition for market-led tactics to poverty reduction. This research can be 
seen as a counter-narrative to the micro finance institutions’ point of view, seen from 
the perspective of the customer of micro finance. The fundamental objectives of some 
micro finance organisations may be well placed. The objective of decreasing global 
poverty and reducing inequality is an honourable one. While economists argue that 
inequality is acceptable, and many times necessary to motivate individuals to work hard 
and improve their individual condition, it is also well established that extreme 
inequality is harmful to democracy and is not required for continuous economic 
development (Piketty & Goldhammer, 2014). Hence, real poverty alleviation 
programmes should be fortified. 
 
The research was conducted mainly in the East London area of the UK and the 
Mymensingh region of Bangladesh, therefore it takes the opinions of a small group of 
microfinance programme participants in Mymensingh and the East London regions. 
However, their experience sheds some light on the bigger and more complex picture of 
female empowerment, financial development, training, entrepreneurial skills, 
consumption, interest rate issues and the idea of what monetary aid, the aid 
organisation, or support really means.  
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8.7 Implications for further research  
 
This research was exploratory in nature, and, therefore, provides many openings for 
further research. When one thinks ‘micro finance’ one typically thinks empowerment, 
poverty alleviation and also of a democratisation of the financial sector but in reality, 
in the last few years there's been a very heated debate about whether micro finance 
actually works at all as a concept to help poverty alleviation.  There has  also been 
heated debate on some of the moral compasses of some of the micro lenders. This 
research highlighted a few major concerns for micro finance borrowers and micro 
finance institutions. These important themes and issues are usage of loans for 
consumption spending, borrowing from multiple micro finance institutions 
concurrently, information irregularity, high interest rates, motivation factors of sources 
of finance and high female participation rate. 
 
The research was limited to East London in the UK and the Mymensingh region of 
Bangladesh. A similar study using an identical methodology is desirable for local areas 
of Bangladesh and several places where UK-based Bangladeshi entrepreneurs are 
living, to establish whether hidden factors may have an impact on the growth and 
improvement of micro finance and entrepreneurial capabilities in micro business 
entrepreneurs. The suppositions and evidence confirmed here propose a resistance 
towards the use of technology and excessive pressure on loan officers or field 
representatives, and all these aspects need to be identified on a regional basis.  
 
Reasonable and careful investment of IT technology in Bangladesh will increase more 
transparency and efficiency i.e. databases for different categories of microfinance users 
in terms of consumption purpose; return on investment; rate of use of capital; types of 
business chosen by entrepreneurs; different level of training; seasonal variations in 
terms of crop productivity and use of loan timing; and consideration of labour surplus 
issues during the lean period. In Bangladesh, there are two major seasonal deficiencies: 
late September to early November and from late March to early May. Almost no 
substitute farming activity takes place in the lean period, and the non-agricultural sector 
cannot adequately absorb the seasonally unemployed labour (Shonchoy and Kurosaki, 
2014).  Also, use of Cryptocurrency in the micro finance industry is also a very 
important area to investigate, mainly due to low transaction costs and transparency.  
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Microfinancing activities will work well by finding the right person for the right job. 
History suggests that humans are a good creator of innovative goods and services; 
humanity is self-centric: moneymaking has become an obsession and a purpose in 
itself. Further research will help to identify and explore how to turn people’s strength 
into opportunities. Yet microcredit alone cannot overcome ingrained patriarchal 
systems of control. In spite of having access to credit, some female microcredit clients 
do not have control over the loans contracted or the income generated by the 
microenterprises (Sebstad and Chen, 1996). Further research will attempt to address 
the right use of less expensive sustainable technology for work processes and could 
also enhance productivity . Further research should also look at the process of using 
creativity and technology to solve problems in a business context. 
 
Training related activities could be done at a different level i.e. Level 1 Certificate, 
Level 2 Diploma & Level 3 Professional. Also, future potential candidates are self-
esteem, social recognition, improved expectations on future economic standpoints and 
improved confidence and reliability. However,  the occurrence of other unmeasured 
factors cannot be omitted and is left to forthcoming research. Bandiera et al. (2015) 
conducted research on “Intervention Graduation Programme” which was discussed in 
the literature review in Chapter Two. This could be useful to combat issues faced by 
ultra-poor people. 
 
Micro finance-related business will play an important role in the developing countries’ 
economic systems, especially in Bangladesh and  UK-based Bangladeshi communities. 
The results of this research demonstrated a number of areas that could be further 
investigated, including examining the positive and negative aspects of the micro 











This chapter considered a contribution to knowledge by a better understanding of the 
effect of micro finance amongst poor people in Bangladesh and the Bangladeshi 
community in London, UK. It reviewed the recommendations projected by the 
researcher to enhance and address the effect of micro finance among the poor people. 
It is reasoned therefore that this thesis is significant in that it provides enhanced 
knowledge which adds to the understanding of how to tackle poverty and female 
entrepreneurship. Lastly, a limitation of the research is discussed so that readers and 
researchers can identify the impediments that this research had confronted. The 
findings from this study offer a glimpse into one specific area and a small segment of 
the borrowers who participate in microfinance programmes in Bangladesh and the UK. 
Although the evidence in this thesis provides sufficient support for this review, out of 
the many borrowers who participated in this study, only a very few mentioned that the 
use of micro finance loans had improved their economic status, and no participant 
mentioned that micro finance had transformed the loan seeker’s life and brought them 
out of poverty. Some borrowers did mention that micro finance helped them to pay 
some bills, for illness and food consumption and specially for organising wedding 
events.  Also, findings from the six countries show that a multifaceted approach is 
improving income, cost-effectiveness and well-being for extremely poor people 
(Banerjee et al., 2015). 
 
 Moreover, this research adds to the thesis and shows where further work would be 
beneficial. Several areas where information is lacking were highlighted in the literature 
review. The research opens up avenues for further work and this adds to the 
significance of the thesis. As such, the work in this thesis stands on its own merits. The 
objective of micro finance in terms of reducing poverty or poverty alleviation is an 
ideal thought. The impact of micro finance on the poor people and their issues are still 
being revealed. However, further work and continuous monitoring is vital for 
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Appendix 1: Microfinance terminology 
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Source: PwC (2017) 
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 Rate the essence of Microfinance? 
 
very important              □ 
quite important   □ 
not very important   □ 




Do you consider yourself (as user of micro finance)? 
 
 
a beginner        □ 
an intermediate user                    □ 
a fairly experienced user      □ 






3.  How important is it for an entrepreneur to get microfinance facilities? 
 
    very important   □ 
    quite important   □ 
    not very important   □ 




Are you:  
 
male     □  
female      □ 
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Are you:  
 
under 16                      □  
16-25            □  
26-35            □  
36-45            □  
46-55            □  
56-65            □  
over 65                     □ 
 
 
      
  
6. Would you be interested in training on how to use micro finance facilities? 
  
Yes             □ 






 7. Do you think interest rate charged by Microfinance Institution’s (MFI’s) is 
appropriate?  
 
Yes           □ 




8. Do you think banks have good scope through Microfinance? 
 
    Yes                     □ 




9. Would you prefer to take loan from banks or MFI’s?        
 
Banks                    □  
   
MFIs         □ 
  
 
10. According to you which factors are more crucial for rapid growth of 
 
Low interest rate                    □ 
Availability        □ 
Processing & authorising of loan     □ 
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Repayment Factor       □ 
 
 
11. Do you think Microfinance has helped in Rural Bangladesh? 
 
Yes         □ 




12. Microfinance concept is relevance in rural Bangladesh as well as urban 
area. Do you agree? 
 
Yes          □ 
No         □ 
 
13. Microfinance can help unemployed urban youth? 
Yes                    □ 
No         □ 
 
14) Do you think Microfinance is a tool to eradicate poverty? 
 
Yes          □ 
No           □ 
 







Thank them for taking the time to answer the questionnaire.  
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Appendix 6: Dimensions/variable affecting ethical way in Bangladeshi context 
  



















Restrict ive-Detontological  
Restrict ive-Ctonventional  















Indiretct-Opportutnistic-Deont ological  
Directt-Opportunistic-Contventional  
Indiretct-Opportutnistic-Utilittarian  




Indirect -Restrictitve-Deonttological  
Inditrect-Antictipation-Utilittarian  
Indirtect-Opport unistic-Contventional  
Diretct-Resttrictive-Convtentional  
Direct -tAvoidantce-Convtentional  
Diretct-Oppotrtunistic-Ut ilitarian  
Direct -Atvoidance-Deotntological  
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Active Dataset DataSet1 
Filter <none> 
Weight <none> 
Split File <none> 




Missing Value Handling Definition of 
Missing 
User-defined missing values are treated as 
missing. 
Cases Used 
Statistics for each table are based on all the 
cases with valid data in the specified range(s) 
for all variables in each table. 
Syntax 
CROSSTABS 
  /TABLES=Facilities BY User 
  /FORMAT=AVALUE TABLES 
  /STATISTICS=CHISQ 
  /CELLS=COUNT 
  /COUNT ROUND CELL. 
Resources Processor Time 00:00:00.01 
Elapsed Time 00:00:00.00 
Dimensions 
Requested 2 
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Case Processing Summary 
 
Cases 
Valid Missing Total 
N Percent N Percent N Percent 
Importance of 
microfinance 
facilities * user 
of microfinance 






Importance of microfinance facilities * user of microfinance Crosstabulation 
Count   
 
user of microfinance 













important 1 2 14 3 20 
quite 
important 4 10 114 3 131 
not very 
important 0 0 0 1 1 
Total 




 Value df 
Asymp. Sig. (2-
sided) 
Pearson Chi-Square 27.858a 6 .000 
Likelihood Ratio 11.879 6 .065 
Linear-by-Linear 
Association .003 1 .954 
N of Valid Cases 152   
a. 8 cells (66.7%) have expected count less than 5. The 
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Active Dataset DataSet1 
Filter <none> 
Weight <none> 
Split File <none> 
N of Rows in Working 
Data File 152 
Missing Value Handling Definition of Missing User-defined missing values are 
treated as missing. 
Cases Used 
Statistics for each table are based on 
all the cases with valid data in the 




  /TABLES=Facilities BY User 
  /FORMAT=AVALUE TABLES 
  /STATISTICS=CHISQ 
  /CELLS=COUNT 
  /COUNT ROUND CELL. 
Resources Processor Time 00:00:00.01 
Elapsed Time 00:00:00.00 
Dimensions Requested 
2 
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Case Processing Summary 
 
Cases 
Valid Missing Total 
N Percent N Percent N Percent 
Importance of 
microfinance 
facilities * user of 





Importance of microfinance facilities * user of microfinance Crosstabulation 
Count   
 
user of microfinance 











very important 1 2 14 3 20 
quite important 4 10 114 3 131 
not very 
important 0 0 0 1 1 





 Value df 
Asymp. Sig. (2-
sided) 
Pearson Chi-Square 27.858a 6 .000 
Likelihood Ratio 11.879 6 .065 
Linear-by-Linear 
Association .003 1 .954 
N of Valid Cases 152   
a. 8 cells (66.7%) have expected count less than 5. The minimum expected 
count is .03. 
. 















Active Dataset DataSet1 
Filter <none> 
Weight <none> 
Split File <none> 
N of Rows in 
Working Data File 152 
Missing Value 
Handling 
Definition of Missing User-defined missing values 
are treated as missing. 
Cases Used Statistics for each table are 
based on all the cases with 
valid data in the specified 
range(s) for all variables in 
each table. 
Syntax CROSSTABS 
  /TABLES=Facilities BY 
User 
  /FORMAT=AVALUE 
TABLES 
  /STATISTICS=CHISQ 
  /CELLS=COUNT 
  /COUNT ROUND CELL. 
Resources Processor Time 00:00:00.01 
Elapsed Time 00:00:00.00 
Dimensions 
Requested 2 
Cells Available 131029 
 
 
Case Processing Summary 
 
Cases 
Valid Missing Total 
N Percent N Percent N Percent 
Importance of 
microfinance 
facilities * user 
of microfinance 
145 95.4% 7 4.6% 152 100.0% 





Importance of microfinance facilities * user of microfinance Crosstabulation 
Count   
 
user of microfinance 








very important 1 2 14 17 
quite important 4 10 114 128 





 Value df 
Asymp. Sig. (2-
sided) 
Pearson Chi-Square .691a 2 .708 
Likelihood Ratio .613 2 .736 
Linear-by-Linear 
Association .676 1 .411 
N of Valid Cases 145   
a. 3 cells (50.0%) have expected count less than 5. The minimum expected 











Active Dataset DataSet1 
Filter <none> 
Weight <none> 
Split File <none> 
N of Rows in 
Working Data File 152 
Missing Value 
Handling 
Definition of Missing User-defined missing values 
are treated as missing. 
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Cases Used Statistics for each table are 
based on all the cases with 
valid data in the specified 
range(s) for all variables in 
each table. 
Syntax CROSSTABS 
  /TABLES=Facilities BY 
User 
  /FORMAT=AVALUE 
TABLES 
  /STATISTICS=CHISQ 
  /CELLS=COUNT 
  /COUNT ROUND CELL. 
Resources Processor Time 00:00:00.01 
Elapsed Time 00:00:00.00 
Dimensions 
Requested 2 





Case Processing Summary 
 
Cases 
Valid Missing Total 
N Percent N Percent N Percent 
Importance of 
microfinance 
facilities * user 
of microfinance 





Importance of microfinance facilities * user of microfinance Crosstabulation 
Count   
 
user of microfinance 








very important 1 2 14 17 
quite important 
4 10 114 128 
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Chi-Square Tests 
 Value df 
Asymp. Sig. (2-
sided) 
Pearson Chi-Square .691a 2 .708 
Likelihood Ratio .613 2 .736 
Linear-by-Linear 
Association .676 1 .411 
N of Valid Cases 145   
a. 3 cells (50.0%) have expected count less than 5. The 














Active Dataset DataSet1 
Filter <none> 
Weight <none> 
Split File <none> 
N of Rows in 
Working Data File 152 
Missing Value 
Handling 
Definition of Missing User-defined missing values 
are treated as missing. 
Cases Used Statistics for each table are 
based on all the cases with 
valid data in the specified 
range(s) for all variables in 
each table. 
Syntax CROSSTABS 
  /TABLES=Facilities BY 
User 
  /FORMAT=AVALUE 
TABLES 
  /STATISTICS=CHISQ 
  /CELLS=COUNT 
  /COUNT ROUND CELL. 
Resources Processor Time 00:00:00.01 
Elapsed Time 00:00:00.00 
Dimensions 
Requested 2 
Cells Available 131029 






Case Processing Summary 
 
Cases 
Valid Missing Total 
N Percent N Percent N Percent 
Importance of 
microfinance 
facilities * user 
of microfinance 




Importance of microfinance facilities * user of microfinance Crosstabulation 
Count   
 
user of microfinance 









1 2 14 17 






Pearson Chi-Square .a 
N of Valid Cases 17 
a. No statistics are computed because Importance of 


















Active Dataset DataSet1 
Filter <none> 
Weight <none> 
Split File <none> 
N of Rows in Working 
Data File 152 
Missing Value Handling Definition of Missing User-defined missing values are 
treated as missing. 
Cases Used 
Statistics for each table are based on 
all the cases with valid data in the 




Resources Processor Time 00:00:00.01 
Elapsed Time 00:00:00.00 
Dimensions Requested 
2 
Cells Available 131029 
 
 
Case Processing Summary 
 
Cases 
Valid Missing Total 
N Percent N Percent N Percent 
Importance of 
microfinance 
facilities * user 
of microfinance 
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Importance of microfinance facilities * user of microfinance Crosstabulation 
Count   
 









very important 2 14 16 
quite important 
10 114 124 











Pearson Chi-Square .356a 1 .551   
Continuity 
Correctionb .015 1 .903   
Likelihood Ratio .321 1 .571   
Fisher's Exact Test    .629 .410 
Linear-by-Linear 
Association .353 1 .552   
N of Valid Cases 140     
a. 1 cells (25.0%) have expected count less than 5. The minimum expected count is 1.37. 










Rate the essence of Microfinance 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid very important 76 50.0 50.0 50.0 
Quite important 65 42.8 42.8 92.8 
not very important 10 6.6 6.6 99.3 
not  important at all 1 .7 .7 100.0 
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user of microfinance 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid an intermediate user 12 7.9 8.6 8.6 
a fairly experienced user 128 84.2 91.4 100.0 
Total 140 92.1 100.0  
Missing a beginner 5 3.3   
a very experienced user 7 4.6   
Total 12 7.9   
Total 152 100.0   
 
 
Importance of microfinance facilities 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid very important 20 13.2 13.2 13.2 
quite important 131 86.2 86.2 99.3 
not very important 1 .7 .7 100.0 




 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid male 2 1.3 1.3 1.3 
female 150 98.7 98.7 100.0 




 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid 16-25 2 1.3 1.3 1.3 
26-35 83 54.6 54.6 55.9 
36-45 60 39.5 39.5 95.4 
46-55 4 2.6 2.6 98.0 
56-65 3 2.0 2.0 100.0 
Total 152 100.0 100.0  
 
 
Interested in training 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Yes 145 95.4 95.4 95.4 
No 7 4.6 4.6 100.0 
Total 152 100.0 100.0  
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VAR00001 
 Frequency Percent 
Missing System 152 100.0 
 
 
interest rate charged 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Yes 7 4.6 4.6 4.6 
No 145 95.4 95.4 100.0 
Total 152 100.0 100.0  
 
 
banks have good scope through Microfinance 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Yes 93 61.2 66.9 66.9 
No 46 30.3 33.1 100.0 
Total 139 91.4 100.0  
Missing 99.00 13 8.6   
Total 152 100.0   
 
 
Loan from banks or MFI’s 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Banks 30 19.7 19.7 19.7 
MFIs 122 80.3 80.3 100.0 
Total 152 100.0 100.0  
 
 
factors are more crucial for rapid growth of MFI's 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Low interest rate 3 2.0 2.0 2.0 
Availability 132 86.8 86.8 88.8 
Processing & authorising of 
loan 
16 10.5 10.5 99.3 
Repayment factor 1 .7 .7 100.0 
Total 152 100.0 100.0  
 
 
Microfinance has helped in Rural Bangladesh 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Yes 143 94.1 94.1 94.1 
No 9 5.9 5.9 100.0 
Total 152 100.0 100.0  




Concept Rural VS Urban 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Yes 150 98.7 98.7 98.7 
No 2 1.3 1.3 100.0 
Total 152 100.0 100.0  
 
 
 Microfinance's help for unemployed urban youth 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Yes 150 98.7 98.7 98.7 
No 2 1.3 1.3 100.0 
Total 152 100.0 100.0  
 
 
Microfinance is a tool to eliminate poverty 
 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Yes 15 9.9 9.9 9.9 
No 137 90.1 90.1 100.0 
Total 152 100.0 100.0  
 
 
The future of Microfinance and entrepreneurship 
 Frequency Percent 




 Frequency Percent Valid Percent 
Cumulative 
Percent 
Valid Grameen 80 52.6 52.6 52.6 
ASA 56 36.8 36.8 89.5 
BRAC 8 5.3 5.3 94.7 
Proshika 6 3.9 3.9 98.7 
Other 2 1.3 1.3 100.0 
Total 152 100.0 100.0  
 
 
 
